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PROGRESS IN UNDERWRITING IDEAS AND INSURANCE LITERATURE. 





What Recent Convention Papers Indicate. 


N this number of the Journal we have reproduced, in whole or in part, 
several papers upon fire and life insurance questions read before recent 
conventions. From the large grist of matter which at this season of the 

year finds its way into the public forum, we have selected some which we think 
will be perused with interest by the readers of this magazine. 

One purpose which the publisher of the Journal of Insurance Economics 
had in mind when the enterprise was started, was the encouragement and 
development of good insurance literature. Another was the promotion of 
independent thinking and open debate upon underwriting problems. Towards 
both these objects we have some reason for believing the Journal has made an 
actual contribution, and it is with pleasure and satisfaction that we have noted 
the increasing amount of good insurance literature which has been produced 
in the form of convention papers, and the distinctive strides that have been 
taken in the line of original thinking. 

The tone and charavter of the papers which are reproduced in this number 
we can recommend to our readers for careful attention. The evidences of 
progress in underwriting thought which they contain; the indications which 
they furnish that ‘‘professionalism”’ in insurance is steadily increasing, are 
worthy of careful note. We cannot praise too highly nor encourage too 
earnestly any effort which leads to an improvement in the fund of under- 
writing knowledge. 

No man and no profession ever suffered from an excess of knowledge. 
Knowledge is power. It always has been and it always will be a source of 
strength to those who possess it. For its right use, however, it must be backed 
by character, a power in the face of which even knowledge recedes. 

Before these two forces in life—Character and Knowledge—all else must 
give way. In the past other forces have ruled—or elsewhere they may rule 
today—but not in this country at the opening of the Twentieth Century, where 
American manhood and intellectual force are the controlling factors in 


formulating public opinion. 
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LOCAL AGENTS’ COMMISSIONS IN LARGE WESTERN CITIES. 


P. D. MCGREGOR BEFORE THE NATIONAL AGENCY ASSOCIATION. 


If asked what was the most impor- 
tant subject for discussion in the fire 
insurance world today, I should un- 
hesitatingly reply: the cost to the 
companies of procuring the business 
in the large cities of this country. 

The public mind has been occupied 
a good deal of late with the subject of 
conflagrations and the necessity for 
increased rates in certain cities where 
there is a considerable congestion of 
values, but how can we justify the 
fact that in the largest cities where 
theoretically the business should be 
most easily obtained, more than 25 
cents on the average of each dollar 
paid remains in the hands of the local 
agent writing the risk, and out of the 
remaining less than 75 cents, the losses, 
taxes, advertising, traveling expenses, 
managerial and office expenses must 
be provided, to say nothing of div- 
idends to stockholders, reserve for un- 
earned premiums and surplus ac- 
cumulations to take care of such ex- 
traordinary demands as we have had 
this year at Baltimore and Toronto. 

It is difficult to understand why an 
agent in a town of 1,000 or 5,000 peo- 
ple should be remunerated by a com- 
mission of 15 per cent., or at best the 
so-called graded scale of 15, 20 and 25 
per cent., while his field is limited, the 
competition fierce, and the number of 
companies actively transacting busi- 
ness much larger in proportion than 
in the city of 500,000 population, or 
over, where we frequently find in the 
heavy value districts that enough 
capital cannot be provided to carry 
the indemnity desired, and therefore 
the papers are full of lists of insurance 
which must be placed outside of the 
state in non-admitted and frequently 


unreliable companies at 5 or 10 per 


cent. commission, and yet the agents 
in these cities receive all the way from 
15 to 35, or sometimes even 40 per 
cent., and are still clamoring for more. 

My regard for the agents is such 


that if the increased amount which is 
paid remained in their purses, I should 
be inclined to rejoice with them over 
their prosperity, but we all know, and 
none knows better than the large city 
agent, that increased commission does 
not mean increased income, but rather 
multiplied competition and decreasing 
profits for the legitimate agents, be- 
cause the apparently high prices paid 
attract hosts of people who become 
brokers, solicitors, sub-agents, and 
what not, and eventually the agent 
finds that only a small part of the 
business comes to him free of commis- 
sion and that on the rest he must 
divide with some one who probably 
would be following some other means 
of livelihood were the commissions 
paid smaller. I do not think there is 
in this room a large city agent who 
will not agree with this statement. 

Reply might be made that compe- 
tition between the companies has 
brought about this state of affairs, 
and that the agent should strike for 
all he can get and let the company 
take care of itself. 

In these days the manufacturer and 
the merchant study most closely the 
item of expense, and he who can 
transact his business a little more 
economically than his competitor will 
in the end succeed. We are brought 
face to face with the fact that useless 
middlemen in all lines of business are 
being dispensed with, and we should 
not close our eyes to the present ten- 
dency however distasteful and opposed 
to our ideas it may be. 

The time will probably never come 
in this country when the person de- 
siring fire insurance will deal directly 
with the company, and therefore we 
shall always have the middleman, but 
the inevitable result of competition 
will decree that if there are two mid- 
dlemen one of them must be dispensed 
with. If commissions in the large 
cities are to keep on increasing, and 
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a larger and larger percentage of busi- 
ness comes from brokers, the compa- 
nies will find it to their advantage to 
establish salaried offices with an em- 
ploye in charge and who will deal 
directly with the brokers. 

The companies I think are willing, 
and will continue to deal with 
one middleman, but he must be the 
producer, and if conditions change so 
that the broker is the producer and 
the agent merely a toll-gatherer who 
forwards the business from the broker 
to the company, the agent will soon 
find that like Othello his occupation 
is gone. 

In New York City how many insur- 
ance agencies are there? 

In Chicago those legitimately re- 
ceiving a commission for the transac- 
tion of fire insurance business are ap- 
proximately as follows: 


Class No. 1 Agents ...cccce coccceccccce 109 
Class No. 3 Agents ..... ©0000 cdccce cove 900 
Brokers .ccces soccces eccee coccee ve cece 1,300 
Solicitors ...0vccccs cove ccccce soccce cece 500 
Registered Clerks .ccces veces coccccces 750 

Total ..cccce seooe e0cce coccce seccce 3,559 


When we have in mind that Class 1 
and Class 3 agencies are largely made 
up of firms, it will be apparent that at 
least 4,000 people are receiving direct 
commissions. 

In that city the number of salaried 
oftices of the companies is steadily in- 
creasing while the number of agencies 
is steadily decreasing by consolidations 
and otherwise. 

Appearing before you presenting 
the matter from the company’s stand- 
point, I think it may be truthfully 
stated that if there were no brokers 
there would be no salaried offices, and 
that both are an outgrowth of ex- 
travagant commissions, the companies 
endeavoring to hold down the cost of 
procuring the business to a reasonable 
figure, and finding they can best do 
this in the largest places by establish- 
ing their own offices and coming into 
direct competition with the agents in 
dealing with the brokers. 

It is one thing to read the signs of 
the times and another to point out the 


remedy for existing bad conditions 
and the worse ones toward which we 
may be heading. 

It may be claimed that agents do 
not fix the rate of commission and 
have no power to regulate it, and yet 
we find some local boards, notably the 
Chicago Underwriters’ Association, 
which fixes the compensation to be 
paid to solicitors, brokers, office 
clerks and even the so-called Class 3 
agents who operate outside of the 
business district of the city; or, in 
other words, the association dictates 
to the companies what compensation 
they shall pay to every one connected 
with the business except the members 
of the association themselves. 

What would be thought of a trades 
union that would fix the wages the 
employer should pay to all those 
who were competing with its mem- 
bers? 

If tariff associations are to deal with 
the commission question at all, they 
should commence at the top and enact 
rules fixing the maximum rate of com- 
mission their members are allowed 
to receive, and then adopt rates of 
brokerage which will be uniform and 
about 5 per cent. less than the com- 
mission paid agents. 

The problem is one which at this 
time could be easily solved, but if con- 
ditions are not changed very soon it 
will be difficult to bring about such a 
state of affairs as will tend to the per- 
manence and best interests of the 
large city local agent. 

We hear a good deal about the one- 
ness of interest between the agent and 
company, but I am afraid this is more 
true in theory than in practice. Their 
interests should be identical and could 
be made so if a system of compensation 
by contingent commissions was adopt- 
ed. This plan is admirably adapted for 
use in the large cities, and I would 
beg to suggest for the careful con- 
sideration of agents in the six ex- 
cepted western cities: 


First. To adopt rules in the local associations 
fixing the maximum rate of commissions which 
local agents will accept from companies which 
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should in no case be more than 15, 20 and 25 per 
cent., or the so-called graded scale in use in the 
West; or, 

A flat commission of 15 per cent. on all classes, 
and a contingent of 10 per cent. on the profits to 
be paid annually. 

Then brokerage should be fixed in the former 
case at 10, 15 and 20 per cent., or in the latter at 
10 per cent. flat. 

The agent, in the latter case, will have 15 per 
cent. on his direct business, 5 per cent. on the 
brokerage that he writes, and a 10 per cent. in- 
terest in the profits of the entire business of his 
agency. 

The legitimate agent wuuld be bet- 
ter off under these conditions than he 
is today, the brokers to a considerable 
extent would go into other lines of 
business, the company office would 
have no need of existence and conse- 
quently would pass away, the business 
would be transacted at less expense, 
rates could be somewhat reduced, and 
the public would be in a more friendly 


attitude toward all those connected 
with the fire insurance business. 

. Gentlemen, you are on the outposts 
and are in constant touch with the 


premium payers. Your patrons and 
neighbors form their impressions of 
our business from their associations 
with you. These opinions collectively 
constitute the thing called ‘‘public 
sentiment’’ which crystalizes into 
statutes that control largely—too 
largely—the conduct of our industry. 
You are also the trustees of your com- 
panies’ assets and responsible for their 
income. It must be a high class man 
that fits the definition of a standard 
ideal agent. While all may not be able 
to reach the summit of a laudable am- 
bition, all may try. Reforms can only 


become effective through the united 
efforts of agents and company offi- 
cers. 








NEW PROBLEM IN THE OWNERSHIP OF EXPIRATIONS. 








SAN FRANCISCO, Aug. 23 (Special)—Judge 
Morrow of the Federal court has issued a 
temporary restraining order against T. J. Con- 
roy and George E. Brooks from using or copy- 
ing any of the records of the Manchester Assur- 
ance Company, which they recently represented. 
Manager Devlin testified that he has been unable 
to get the company’s papers to which he was 
entitled. The matter will come up in court on 
August 29. 

San Francisco, Aug. 31, 1904. 


Editor of Insurance Economics: 

We have your favor of the 25th ask- 
ing if we have any objection to ad- 
vising you as to the circumstances 
under which an injunction restraining 
the late managers of the Manchester, 
Messrs. Conroy and Brooks, from 
“using or copying any records of the 
Manchester Assurance Company,”’ as 
outlined in a recent despatch to the 
**Journal of Commerce”’ of New York. 

In reply we beg to state that we 
have no objection whatever, and the 
facts are these: The Manchester As- 
surance Company, as you know, 
amalgamated with the Atlas Assur- 
ance Company, Ltd., of London, Eng., 


of which latter company the writer is. 


manager on the Pacific Coast, Mr. 








Conroy at the time of the amalgama- 
tion being manager of the Manchester 
Assurance Company, under salary 
from that company, and representing 
at the same time the Caledonian, 
Caledonian-American and Rochester- 
German insurance companies. 

On or about the 28th of June the 
Atlas Assurance Company requested 
that we procure from Mr. Conroy a 
list of the lines of the Manchester 
in the congested districts of various 
cities and towns; we made this re- 
quest of Mr. Conroy; he declined to 
furnish it, although within the last 
ten days these lines were furnished to 
us. He was cabled by the home office 
of the Manchester and telegraphed by 
Mr. Young, the United States manager 
of the company, to deliver the daily 
reports and other property of the com- 
pany not in joint use of the other 
companies in his office, to us; this he 
declined to do, and on the 13th of 
August, acting under power of at- 
torney from the Manchester, and like- 
wise under power of attorney from 
George S. A. Young, United States 
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manager of the Manchester, the 
writer revoked Mr. Conroy’s author- 
ity as manager of the Manchester As- 
surance Company; this was after the 
demand was made upon Mr. Conroy 
for the daily reports and other prop- 
erty; which demand was refused. As it 
was necess*ry that we should have 
the daily reports and other property, 
in order to transact the business of 
the Manchester Assurance Company 
in our office (Mr. Conroy’s authority 
having been revoked), and believing 
that he was making use of these daily 
reports to the detriment of the Man- 
chester Assurance Company, and as- 
certaining that he had been taking 
copies thereof, we filed a suit in equity 
in the United States court, and upon 
affidavits presented showing the 
danger that would accrue to the Man- 
chester and (or) the Atlas Assurance 
companies by the withholding of this 
property, and upon filing affidavits of 
the typewriters making such copies, 
to the effect that they had been em- 
ployed to make copies of the Man- 
chester daily reports, Judge Morrow, 
of the United States district court, 
granted an injunction restraining Mr. 
Conroy from making copies or using 
in any way the originals, or copies, to 
the detriment of the Manchester As- 
surance Company. The matter was 
set for hearing on Monday, the 29th 
day of August, and it was presumed 
that the merits of the case would be 
discussed on that date. The Man- 
chester Assurance Company, in its 
complaint, asked that the original 
daily reports and other property, not 
in joint use, be delivered to us, and 
that the copies so taken by Mr. Conroy 
be destroyed. 

On Monday, the 29th, the judge of 
the district court stated that it would 
be impossible for him to hear the case 
until November, and upon request of 
the attorney for Mr. Conroy, the in- 
junction granted was so modified that 


Mr. Conroy might make use of the 
Manchester daily reports where his 
other companies might be interested 
as reinsurers, and to carry on the 
business of his other companies, and 
that of Messrs. Balfour, Guthrie & 
Co., the former Pacific Coast directors 
of the Manchester Assurance Company 
(who are likewise directors of the 
other companies represented by Mr. 
Conroy.) This modification was 
granted with the understanding that 
we should have the right to take 
copies of such papers as we might 
need and to inspect at any time any 
of the books or papers of the Man- 
chester Assurance Company, and the 
attorney for Mr. Conroy also agreed 
that all property of the Manchester 
not in joint use should be turned over 
tous. If this is done there will be no 
need of the case being heard in 
November; if it is not done, it is 
probable tbat the judge will decide to 
hear the case earlier if it can be shown 
that the Manchester Assurance Com- 
pany is being seriously injured by the 
withholding of this property. 

The matter is freely commented 
upon among insurance men and 
others, and it is generally conceded 
that the Manchester Assurance Com- 
pany has the right to its own property, 
Mr. Conroy being manager of that 
company up to the 13th of August, 
under salary, and that he is holding 
the property so as to annoy and harass 
us in obtaining the representatives of 
that company and the renewals of 
the business as it expires. 

This is the first case on record, that 
we know of, where the salaried man 
of a. company has declined to turn 
over the business of the company to a 
successor. The writer is very busy 
at the present time, but has given you 
the absolute facts, and you are priv- 
ileged to make such use of them as 
you may deem best. 

Frank J. Devlin. 
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SOME MODERN STANDARDS OF INSURANCE JOURNALISM. 





Cyrus K. DREW BEFORE FIRE UNDERWRITERS’ ASSOCIATION OF THE NORTHWEST. 


Everybody realizes that there are 
too many insurance journals. Fifty- 
eight publications, devoted to the ser- 
vice of fire insurance, are today regu- 
larly issued in the United States. 
Forty-six sprang into existence during 
the period 1853 to 1896. Twelve have 
joined the ranks since. 

Not one of this number specializes, 
exclusively, on fire insurance, herce 
this branch of underwriting escapes 
sole blame for their existence. While 
life and casualty interests are exten- 
sively served, the modern journals de- 
vote at least two-thirds of their ener- 
gies and space to fire insurance. Yet 
the anomaly is presented of the press 
being sustained through support 
drawn largely from life underwriting 
interests. If these journals had to de- 
pend for existence on fire insurance in- 
terests, solely, probably 40 per cent. 
of their present number would speed- 
ily die off. 

Nevertheless, fire underwriting 
stands convicted of its share in the 
obligation that created its journalism. 
It is a strange contradiction that, 
despite almost universal acknowledg- 
ment of there being many worthless 
publications, no serious effort has 
ever been made to eliminate them by 
centering patronage on those more 
wor hy. Is there a lack of inclination 
to make this test? The fact is, unfor- 
tunately, that all insurance journals 
appear about the same to most under- 
writers. 

The measure of worth of a trade 
journal is not the customary rule of 
thumb applied to test secular publica- 
tions. In general, there are three sub- 
divisions of features by which to 
gauge the value of an insurance jour- 
nal: 

1. Ability; honesty; independence; individu- 
ality; editor’s standing in the underwriting 
profession. 

2. Geographical importance; value and nature 
of service rendered in its particular field. 

3. Readers. 


No trade journal is judged solely by 
the consideration of circulation. Itis 
the relative influence and assistance 
in furthering the best interests of the 
business that fixes the value of an in- 
surance publication. The men of 
brains who mould policies of under- 
writing generally read every journal 
worth reading. 





The advertising appropration nowa- 
days is elongated on the principle that 
no matter how thin the smear it must 
cover proportionately practically all 
journals, irrespective of their merit. 

There is a demand from the insur- 
ance press, not for greater liberality 
of appropriations, but for wiser dis- 
crimination in their use. The insur- 
ance journal worth while is the ‘‘con- 
tinuing convention that never ad- 
journs’”’ It is the only medium that 
properly presents a valuable insight 
into the underwriting and political 
spirit that pervades the field. It re- 
flects the varied and varying personal- 
ity that stands back of all actions and 
ideas affecting the progress of fire un- 
derwriting. The journal that presents 
these views with honesty and unerring 
accuracy stands guard against every 
form of fraud, and is a helpful adjunct 
to underwriting that merits support. 


FIRE INSURANCE IN CANADA. 
The Canadian Fire Insurance Report for 1903 





shows the following transactions in that 
dominion : 
Gross Risks Premiums 
Written. Charged. 


Canadian companies. $216,505,990 $3,316,922.66 
British companies... 580,718,653 8,635,620.16 
American companies. 136,050,121 2,085.638.73 


$933,274,764 $14,038,181.55 
The individual business of the eight American 
companies included in the above list is as follows: 





Totals ccccccccce. 





Loss 

Premiums. Losses. Ratio. 

FBtnA .ccccceee $239,625.27 $116,991.95 55.18 
Connecticut... 75,056.80 48.497.48 76.18 
Hartford...... 278,122.24 102,555.06 41.13 
Home...coeees 222,539.95 61,653.67 33.45 
Ins.Co.of N.A. 255,278.26 108,194.42 49.77 
Phenix, N.Y.. 238,495.87 81,712.85 4300 
Pheenix, Conn. 176,353.51 76,268.03 62.44 
Queen 2. cccces 600,166.85 261,401.40 51.70 
Totals .... $2,085,638.73 $857,274.86 48.49 


The report covers the conflagration losses at 
Toronto April 19-20, 1904. Companies reporting 
to the insurance department sustained a net loss 
of $7,250,000. Additional losses in companies 
not reporting, it is estimated, brings the total 
insurance loss up to $7,750,000. The losses sus- 
tained in this conflagration by American com- 
panies were as follows: Altna, $163,498.74; 
Connecticut, $71,911.13; Hartford, $152,079.58; 
Home, $286,490.49 ; Ins. Co. of N. A., $182,367.55; 
Phenix of Brooklyn, $135,089.85; Phoenix of 
Hartford, $72,756.49; Queen, $255,900; total, 
$1,320,093.83. 
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NEW YORK COURT DENIES COMPANY OWNERSHIP OF EXPIRATIONS. 


Famous Yonkers Injunction Reversed upon Appeal by the National Agency 


Association. 





On October 7, 1903, Judge Dickey of 
the New York supreme court, sitting 
at Westchester county, issued the 
famous ‘‘Yonkers injunction’’ deny- 
ing the right of a local agent to any 
title in the expirations and enjoining 
him from using them in any way to 
solicit the risks represented therein. 

One year from that date the ap- 
pellate division of the supreme court 
reversed this injunction on appeal and 
decided the following points: 

1. That the company is not the owner of the 
expiration register. 

2. Thatin fire insurance practice the property- 
owner usually leaves the selection of the com- 
pany to the agent. 

3. That the business of a fire insurance agent 
has a recognized value subject to sale. 

4. That the expiration book was established 
for the use of fire insurance agents and not for 
the companies they represent. 

5. That companies have no property rights in 
the renewal of a policy by the customer after the 
expiration of the term of the insurance. 

It is needless to say that this de- 
cision is one of the most important 
ever rendered affecting fire insurance 
practice, and to say that it legally 
confirms the moral rights of local 
agents does not detract from its 
significance, because the company 
contesting the case did so after an ef- 
fort had been made to secure a modi- 
fication of the original injunction, 
and because it believed that the de- 
cision of the lower court would be 
confirmed and its right to control the 
expirations legally established. 

The circumstances of the case as re- 
cited by Judge Hooker in rendering 
the decision on appeal are as follows: 

Albert K. Shipman of Yonkers was 
appointed local agent of the Nationa! 
Fire in August, 1900, and continued as 
such until July, 1903. By permission of 
the company he kept a copy of daily 
report blanks in place of the usual 
policy register. Shipman purchased 
his business from one Sullard, who 


transferred to him an ‘‘expiration 
register’’ which had been supplied to 
Sullard by a company which he repre- 
sented. Shipman continued to use 
this book as an expiration register. It 
contained the records not only of the 
National Fire but of other companies 
and also of his brokerage business, the 
records not being kept separately but 
were, as the court expresses it, ‘‘com- 
mingled.’’ 

In June, 1903, Shipman resold his 
business to Sullard for $1,000, the pre- 
mium income of the agency being 
something over $7,000. When Sullard 
made the purchase he asked the Na- 
tional Fire to appoint him its local 
agent at Yonkers. This the company 
refused to do and demanded from him 
the delivery of the duplicate daily 
reports and all other property that 
‘*belonged to the company,”’ including 
the expiration book. Sullard declined 
to deliver any of this property and 
an injunction was applied for and 
secured which declared that the expira- 
tions were the property of the company 
and could not be used by the agent in 
any way. 

This injunction was issued just prior 
to the meeting of the National Asso- 
ciation of Local Fire Insurance Agents 
at Hartford and was called to its at- 
tention by the agent against whom 
the injunction had been issued. The 
National Association decided that the 
principle involved affected the inter- 
ests of every local agent, ordered an 
investigation of the case and instructed 
the president of the New York state 
association, Emmett Rhodes, to ap- 
peal and prosecute the case to the 
court of last resort, if after conference 
with the National Fire no modification 
of the injunction could be secured. 

As the result of these conferences, 
the company declined to agree to any 
modification of the injunction. It.did 
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suggest, however, that it would not 
enforce the injunction on its own ac- 
count so far as Sullard’s business in 
Yonkers was concerned. Inasmuch as 
Sullard was protected from competi- 
tion by the agents of other companies 
in Yonkers: this action on the part of 
‘the company really represented no 
‘concession, and as it declined to 
‘modify the injunction because it be- 
lieved its sweepig terms would be sus- 
tained on appeal, the case was carried 


up and argued before the appellate 
division. 

During the trial on appeal the de- 
fendant Sullard offered to return all 
the papers to the company except the 


expiration register. The counsel for 
the company would not accept this 
tender, claiming that the expirations 
belonged to the company. 

From the findings of the court the 
following important excerpts are 
made: 


EXTRACTS SHOWING SCOPE OF JUDGE HOOKER’S IMPORTANT DECISION. 


Our opinion is that the plaintiff was not the 
owner of the expiration register nor entitled to 
its possession, and hence not entitled to enjoin 
the defendant from the use in any lawful man- 
ner of the information derived from the expira- 
tion register. As to the balance of the books, 
papers and memoranda, including the copies of 
the daily reports, the plaintiff is their owner, 
and this seems to be conceded; and the plaintiff 
is entitled to its injunction against the defendant 
restraining him from using the information he 
obtains exclusively from them in soliciting busi- 
ness from policyholders in the plaintiff com- 
pany. So far as the judgment appealed from 
treats of the expiration register, however, it is 
wrong and must be modified by eliminating its 
directions in respect to that book. 

The uncontradicted evidence tends to show, 
aand the custom is so universal that the Court 
may take judicial notice, that the business of a 
fire insurance agent, at least in the smaller cities 
and towns, is to represent contemporaneously 
several insurance companies, and consists in 
soliciting persons to permit them to place insur- 
ance for them, or in being solicited by those de- 
sirous of being insured, for the same purpose. 
Only in rare cases do those who seek insurance 
express preference for any one fire insurance 
company over another, or request that their in- 
surance be placed with any particular company. 

The proof in this case tends to show that for 
the three and one-half years Shipman was the 
agent of the plaintiff and other companies, he 
was rarely, if ever, requested to place insurance 
with any particular company, and exercised his 
own judgment in determining with which of 
the insurance companies he represented he 
would place the insurance. The custom is too 
well established, and the record in this case con- 
tains no evidence to warrant the presumption 
that the practice of Shipman or the similar 
practice of other insurance agents, is in any 
manner reprehensible, or other than the insur- 
ance companies themselves expect on the part 
of their agents. 

Owing to this practice, it may be said, the 
business of an insurance agent who represents 
several companies, and whose customers, or so- 
called clients, leave the matter of the selection 


of the company entirely to the agent, has a well 
recognized value, the subject of sale, whose sale 
is only to be defeated by the refusal of the in- 
surance company to appoint the vendee as its 
agent, or the refusal of the customers of the 
vendor to patronize the new agent. 

The only fair inference in this case is that the 
expiration book was originally manufactured for 
the purpose of enabling fire insurance agents, 
for their own purposes and not for the benefit 
of the insurance companies they represent, to 
keep track of their customers and the business 
of those customers with themselves. It was 
given to this defendant before he solid out to 
Shipman six or more years ago, and contained a 
ruled column appropriate for inserting the name 
of the insurance company with which the several 
policies of insurance were placed. This very 
circumstance seems to me to negative an intent 
upon the part of the insurance company which 
presented him with the book, and an intent on 
the part of either the defendant or Shipman that 
the register was to be kept for any other pur- 
pose than as the personal legitimate memoran- 
dura of the agent. 

‘The plaintiff’s special agent Stone seems to 
have treated the book in the same light, for al- 
though he knew of its existence, and bad seen 
it in Shipman’s possession while making his 
regular calls upon him, did not include it in his 
demand for papers from the defendant, upon 
refusing the defendant’s offer to represent his 
company. His evidence clearly indicates that 
when visiting Shipman in his regular calls, he 
attached no importance to the expiration regis- 
ter as a writing, memorandum or book of the 
plaintiff, or in any respect to plaintiff's business, 
to which the plaintiff was not entitled honestly 
and without violation of his confidential rela- 
tions and the loyalty an agent is said to owe his 
principal. 

It must go without saying that a grocery clerk 
may not lawfully surreptitiously copy the names 
of his employer’s customers from the latter’s 
books of account, for use in soliciting away the 
employer’s customers, after the clerk shall have 
left the employ; but nothing is to prevent legal 
title of such copies passing to the clerk, provided 
the employer expressly permits the copies to be 
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made or tacitly allows it, seeing it while it is 
being done, and knowing the purpose which it is 
meant to serve. 

The point that the respondent makes, that 
Shipman kept this expiration register pursuant 
to instructions received from the plaintiff is not 
well taken; for the reason that the instruction 
was to keep such a “report ” to which at- 
tention had been called. This was the only 
record of plaintiff’s Shipman was required to 
keep. While he did not keep the record, with 
the permission of the plaintiff’s agent he kept 
copies of the daily reports, and this fulfilled the 
purpose of the record, and the inference is that 
it accomplished the purpose even better than the 
record would have done. In preserving these 
copies of daily reports, Shipman discharged his 
duty in that respect to the plaintiff. 

It cannot be said from any facts proved in the 
record, and from the customary manner in 
which fire insurance agents conduct their busi- 
ness, that such insurance companies have prop- 


erty rights in the renewal of the policy by the 
customer after the expiration of the term: nor 
did Shipman or the defendant at any time un- 
dertake with the plaintiff that they or either of 
them would renew policies which they had 
written forthe plaintiff in the same company. 
The policy holder was free to renew with any 
company he might see fit or not to renew his 
policy at all. 

Shipman procured the insurance for the plain- 
tiff in the first place from customers or patrons 
of his own. Itis entirely lawful for the de- 
fendant, so long as he does not use for that pur- 
pose the information gathered exclusively from 
the plaintiff’s property, to solicit these customers 
and patrons in behalf of any insurance company 
he might see fit, the plaintiff or any other, so 
long as he does not abridge the enjoyment by 
the plaintiff of its beneficial interests in existing 
contracts of insurance, by inducing improper 
cancellations. The judgment should be modified 


in accordance with these views, and as modified 
affirmed. 





LOCAL AGENTS AS FACTORS IN THE FIRE INSURANCE SITUATION 








SMILEY N. CHAMBERS BEFORE THE FIRE UNDERWRITERS’ ASSOCIATION OF THE NORTHWEST, 








In dealing with the public, the local 
agent is the most important factor in 
the fire insurance business. He stands 
in the place of the company. Most 
courts have held that knowledge of 
the local agent is knowledge of the 
company. His representations are 
the representations of the company. 
The limitations upon his power in his 
certificate of appointment and set forth 
in the policy itself are ignored by the 
public and by most courts. Only re- 
cently the supreme court of the United 
States has held that the limitations of 
the powers of the agent as set forth 
in the policy are binding upon the in- 
sured, unless it be further shown that 
the managing officers of the company 
were advised of the facts that have 
come to his knowledge affecting the 
contract of insurance. This doctrine 
has not met with universal approval 
by the courts of the states. In some 
it has absolutely been rejected. In one 
state the court of appeals has said 
‘this doctrine has become so firmly 
fixed in the jurisprudence of this state 
that, notwithstanding the decision of 
the supreme court of the United 
States, we think it should not be over- 


thrown except by legislative ac- 
tion.”’ 

It is a doctrine vital to the security of 
the business of fire insurance and 
should become absolutely and per- 
manently fixed in the decisions of our 
courts. We believe the enactment of 
laws in the different states making 
the standard form policy the law of 
the state would be a strong factor in 
bringing about this state of affairs. 

While the local agent is the connect- 
ing link between the company and the 
insuring public and, therefore, an im- 
portant factor, in the years that are 
past he has been the weakness of the 
business. In many of the larger cities 
we are glad to note, men of high busi- 
ness standing and responsibility are 
now representing the fire insurance 
business in their communities. This 
reform, however, has not reached the 
smaller cities and the country towns 
and villages where, oftentimes, if not 
quite uniformly, the local agent is not 
entitled to the confidence reposed in 
him by his appointment as the local 
agent of a fire insurance company. He 
is often a justice of the peace, a con- 
stable, a bank clerk or a young law- 
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yer, carrying insurance as a mere 
sideline in his business. 

As the representative of the com- 
pany in the community, standing for 
the company, the position of the com- 
pany is very largely determined in 
the mind of the insuring public by its 
local agent. These agents have no 
knowledge of the terms of the con- 
tract. They have no sense of re- 
sponsibility connected with the exe- 
cution of such contracts; no knowl- 
edge of the value of the property in- 
sured; no consideration for the moral 
hazard involved; no experience in in- 
surance matters upon which to fix the 
rate of premium, and, in many ways, 
they fall far short:in ability, integrity 
and experience entitling them to such 
agency. 

A young man just out of college, 
ipso facto an ignorant man so far as 
business experience is concerned, be- 
ing under the neccessity of making a 
sufficient sum from month to month 
upon which to live, and being unable 
to get it in the practice of law, seeks 
an insurance agency. The company, 
with a recklessness not to be found in 
any other line of business with which 
Iam acquainted, puts into the hands 
of this young man fifty policies, with 
power to sign, deliver and bind the 
company for any sum that may be 
agreed upon between him and the in- 
sured. With these fifty blank con- 
tracts, seemingly inoffensive in them- 
selves, he has power to bind the com- 
pany and make it liable for indebtness 
of fifty, one hundred thousand—nay, 
even five hundred thousand dollars. 
Can any such custom be found in any 
other line of business? Could any 
merchant, banker, railroad man or 
other business man in the community 
do such things with immunity from 
loss and final failure? 

A duty rests upon insurance man- 
agers to modify, if not absolutely to 
correct, this weakness. It is a duty 
owing to the insurance public in the 
larger cities, because in the insurance 
business every community must stand 
ts share of the general taxation in- 





volved in the business of insuring the 
public at large. 
The character of the local agent 


generally must be improved, his 
powers restricted, and his authority 
limited so that the more experienced 
general manager may come into closer 
contact with his business and have 
a better knowledge of the character 
of the property insured and the fea- 
tures of the contract which the com- 
pany executes. 

It is but natural that the interests 
of the local agent should be largely 
with the insured. Here he secures his 
patronage. His popularity with the 
people increases his business and his 
commissions. Liberal settlements by 
the companies, without too close a 
scrutiny into the character of the loss 
and the extent of the damage, make 
his company popular and, consequent- 
ly, increase the prestige of the local 
agent. 

It is one of the most difficult prop- 
ositions the lawyer confronts in court 
in the trial of insurance cases. Can 
we rely upon the local agent? Is he 
full, frank and free in his testimony 
and dealings and will he tell the 
truth, the whole truth and nothing 
but the truth? Will he favor the in- 
sured in his testimony or will he be 
loyal to the company in whose employ 
he is? 

You can always rest assured that 
the insured will have a full memory 
of everything that occurred in and 
about the transaction. He will re- 
member all that was said and quite 
often much more than was said. He 
will remember the time and circum- 
stances of the execution and delivery 
of the contract, and will remember 
every detail of that which occurred at 
and after the fire. His testimony will 
be certain, definite and positive. 

To confront testimony of this char- 
acter with the testimony of a local 
agent who does not remember clearly ; 
who will say, ‘‘I think so’’ or ‘‘I do 
not recollect,’’ does not give your case 
a very good standing with the jury. 
They are too often ready to overlook 

















Journal of Insurance Economics. 





181 











important matters and fail, in making 
their reports, to state the full history 
of the transaction and all of the 
knowledge they have with reference 
to the risk. 

A local agent above the average 
visited the place of a fire where a 
stock had been burned. He learned 
upon this visit that the property, be- 
ing chattel property, had been mort- 
gaged, and thus the policy rendered 
void. He made a report of the loss to 
the company, but failed entirely to 
state the fact which he had learned, 
that the property insured was incum- 
bered by a chattel mortgage. The ad- 
juster of the company went to the 
place of the fire, not having seen the 
local agent, and having had no con- 
versation with him, and directed cer- 
tain things be done, which put the in- 
sured to loss of time and some ex- 
pense. Afterwards, when the adjuster 
learned that the property was incum- 
bered by a chattel mortgage, he denied 
liability, but the company was con- 
fronted with the proposition that it 
was estopped from denying liability by 
reason of the fact that after it had se- 
cured knowledge of the existence of 
the mortgageit had directed that the 
insured should secure his bills and in- 





voices and get his property ready for 
appraisement. Thus the defense of the 
company was put in great jeopardy. 
In this case the appellate court of In- 
diana rendered an important decision 
to fire insurance interests, in holding 
that the knowledge of the local agent 
which had not been communicated to 
the company was not the knowledge 
of the company, because the local 
agent had nothing to do with the ad- 
justment. , 

This is a distinctive case. It is, how- ; 
ever, one that is frequently occurring 
in the history of insurance litigation. 
We speak of it only to emphasize the 
fact that in the selection of local 
agents great care should be taken, be- 
cause the standing of the company, 
its responsibility and its reliability is 
dependent very largely upon the char- 
acter of the man who stands as its 
representative. 

The strength of a chain is its weak- 
est link. Looking upon the insurance 
business broadly,and taking into view 
all of its relations, it is my conclusion 
that the strength of the business of 
insurance is no greater than that 
which is represented in the char- 
acter and ability of its local agents 
throughout the country. 





MASSACHUSETTS’ CONTROVERSY WITH THE ROYAL EXCHANGE. 
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The insurance laws of Massachu- 
setts, the legal department of the 
state, its courts and the insurance de- 
partment have recently been criticized 
to an extraordinary degree, because 
an offender of great financial strength 
and prominence has been punished. 
The Royal Exchange Assurance Com- 
pany has recently paid heavy fines in 
consequence of the charge brought 
against it of many violations of the 
insurance laws. 

The case has attracted extended 
comment because of the company’s 
importance and the extent to which it 
carried the alleged offences. For the 





many violations charged the maximum 
penalty provided called for fines of 
$32,400, with a minimum penalty of 
$10,600. The amount paid, $15,000, 
was arrived at through a conference 
between the company’s counsel, the 
attorney-general and the insurance 
commissioner. 

It is quite significant that though 
the company was out of the state from 
July 22 to Sept. 9, no effort was made 
during the six weeks to obtain redress 
from the courts. On thecontrary the 
responsible managers of the company, 
instead of refuting the charges, sub- 
mitted to what is probably the heav- 
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iest fine ever imposed for such a case. 
By accepting a new license they also 
agreed to obey thereafter the require- 
ments of these same statutes. That 
the company followed this course af- 
ter careful and deliberate study of the 
situation should have effectually shut 
off further discussion. 

The way in which the whole matter 
was handled by the authorities had 
the warm approval of most of the 
representative underwriters, who, law- 
abiding themselves, have been handi- 
capped by the undue advantage which 
the acts of the Royal Exchange gave 
it. 

The impression, sought to be con- 
veyed, that the company’s officials 
were discourteously and unfairly 
treated, has not the least warrant in 
fact. After an examination of the 
company’s business at its American 
headquarters, the attorney-general 
drew a bill of informaton which 
charged many instances of violation 
of the insurance law. The specific 
charges were: 1. The reinsurnce of 
Massachusetts business in unauthor- 
ized companies. 2. The insurance of 
Massachusetts risks on forms other 
than the Massachusetts standard pol- 
icy form. 3. Writing policies on 
Massachusetts risks through agents 
not resident in the state. 

From this it appears that the com- 
pany could not very well plead unin- 
tentional or trifling or simply techni- 
cal violation. The charges are varied 
and numerous. A copy of this bill 
was furnished to the company’s coun- 
sel. It is a public document on file 
with the clerk of the supreme judicial 
court. If the specifications were un- 
true, was it not the duty of the com- 
pany’s representative to apply to the 
courts for relief? 

It is remarkable that the company 
would authorize its United States 
manager to pay such a large sum of 
money in fines without knowing what 
the charges were. It is still more re- 
markable that the counsel employed 
by the company should advise such a 
course without giving his employer 





competent reasons for such action. 
There is the strongest probability that 
had there been even a remote chance 
of making a decent contest, the courts 
would have got the case. 

A few years ago the Boston repre- 
sentative of the firm of Johnson & 
Higgins of New York came into con- 
flict. with the insurance laws and was 
fined $100 in the municipal court. He 
acknowledged his lapse and the matter 
would have ended there, but his prin- 
cipals determined to carry it up. When 
the case was reached in the supreme 
court of the United States the decision 
of the lower courts was affirmed, 
which greatly strengthened the insur- 
ance regulations of the common- 
wealth. 

The authorities of this state do not 
act hastily. They are very careful to 
have sufficient cause for action before 
proceeding to enforce the statutes. 
The action of the Royal Exchange peo- 
ple is substantial evidence of this. 
The outcome is a complete vindica- 
tion of the commissioner’s attitude 
throughout the case. 

The size of the penalty not only em- 
phasizes the gravity of the affair; it 
emphatically shows the purpose of the 
insurance department to enforce obe- 
dience to the insurance statutes. The 
irrational nature of the criticism in 
this case is shown by the way the 
commissioner is singled out for abuse. 
It was the attorney-general who took 
the evidence obtained by the insur- 
ance department, drew his bill and 
obtained the settlement, all in the 
manner provided for in the law of the 
state. Both he and the insurance com- 
missioner would be unfaithful to their 
trusts had they omitted to act as the 
case demanded. 

The Royal Exchange Assurance 
Company was not obliged to enter this 
state. Having entered it was at lib- 
erty at any time to withdraw if it 
found the regulation imposed onerous 
or distasteful. It is very certain that 
while transacting business under li- 
cense from this state it must honestly 
comply with the laws as they are. 
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EDUCATION AS A FORCE IN FIRE UNDERWRITING PROGRESS. 





W. H. STEVENS BEFORE THE FIRE UNDERWRITERS’ ASSOCIATION OF THE NORTHWEST. 


Something must te wrong with fire 
insurance. Decade after decade passes, 
and no substantial results accrue to 
the stockholder, save such as may be 
secured by the clever manipulation of 
securities. Subject, as the business is, 
to sudden and overwhelming calamity, 
the capital, if invested in the least 
speculative securites easily earning 
over 4 per cent., is entitled, when ex- 
posed to the hazards of our business, 
to at least as handsome a return as 
the capital of the merchant or manu- 
facturer or banker. But it looks and 
waits in vain for any such result. The 
institution whose origin dates back a 
generation or so, and which has, by 
slow accretions, accumulated reserves 
in excess of its capitalization, does 
now, it is true, pay handsome divi- 
dend rates, but not from its trade 
profit. He would be an audacious un- 
derwriter who would today launch a 
new company for other than eleemosy- 
nary reasons. 

These are familiar facts to you, but 
from them we have, I fear, been draw- 
ing wrong conclusions. We have cast 
the blame on the bucolic or the bur- 
glarious legislator; on the iniquities of 
the incendiary policyholder; on the 
times because they are too good, on 
the times because they are too bad; 
on the agent because he is too greedy 
or too indifferent; on electricity, on 
gasoline, on the tramp and on the rat. 
They have all had a hand in the prec- 
ious business, but I am veering slow- 
ly around to the conclusion that in 
the last analysis the trouble with the 
business is the ignorance of the man- 
ager and his staff. 

Among the followers of most lines 
of endeavor there are men and women 
whose names are household words, 
whose fame is international and is as 
great outside as inside the ranks of 
their confreres, because of their accom- 
plishment, their uplift, their new 
principles or their new methods. 


Those who dedicate their activities to 
a profession, to commerce, to finance, 
to manufacture, have always before 
them examples in their own ranks of 
this sort of fame and the hope of this 
sort of achievement. But where are 
our great ones? In all the long list of 
insurance managers that have come 
and gone or that are now in being, 
how many can be found, the naming 
of whose names awakens smiles of 
recognition or admiration or gratitude 
outside the very narrow ranks of our 
own small coterie? What is the matter 
with us? Why are we so seldom named. 
and why are we so generally ignored, 
or held up to anonymous execration? 

The interests within our control are 
of tremendous significance. Measured 
by the coin of the realm, fire insur- 
ance is inferior to few. The field is 
surely great enough for the exercise 
of fine powers, to enlist the services of 
the very best. If the average of our 
talent employed is, as it would seem, 
only mediocre, and we must look 
mainly to other departments of human 
activity for souls with true largeness 
of vision, then we must have failed 
to have given it the dignity com- 
mensurate with its importance; we 
must have impressed the world at 
large (and the world, as a whole, can 
not be kept off the right track long) 
with the idea that our business is, 
despite its size, a cheap affair, with- 
out field for the exercise of the high- 
est powers. 

There are managers who hold their 
position by virtue of a warm hand, a 
comprehensive smile andan insinua- 
ting tongue. There are managers who 
hold their position by virtue of a trucu- 
lent frown. There are managers who 
hold their position because the directo- 
rate lacks the courage to make a 
change. There are managers who must 
be managers for some such reason as 
the father gave his son for the existence 
of kangaroos: ‘‘The Australians must 
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have something to laugh at.’’ And, 
finally, there are a few distinguished 
managers who hold their position be- 
cause they know about all that it is 
possible for one man to know in the 
present stage of the underwriting 
science; and it is by this remnant that 
we are saved. 

On the backs of these men the rest 
of us who escape a fall ride to safety 
and success. How we got into our 
positions and why we are allowed to 
stay is one of the unfathomable mys- 
teries of being. 


I am speaking now of those officers . 


who are directly responsible for un- 
derwriting, not of that other class 
whose work is the care of investments 
and in the broad field of general con- 
trol. 

There are vital matters in the career 
of any company which are not met by 
technical, but by general business 
training and commercial or profes- 
sional acumen; there must always be 
men for this department. I would be 
the last to combat that proposition or 
to deny the obligations underwriters 
owe to their unscientific associates. 
But a crew.of captains can not take a 
liner to port in safety; the engineer is 
quite as indispensable as the man who 
strides the quarter deck. 

Barring the possession of proved 
genius for affairs and the temper to 
leave to trained subordinates the fea- 
tures of our business which differen- 
tiate it from any one of the other 
manifold pursuits of men, the man- 
ager should be the peer of any of his 
subordinates in knowledge of details 
and in grasp of the princples of under- 
writing. At least no situation can be 
considered ideal in which the man 
upon whom underwriting responsi- 
bilities fall calls constantly for in- 
struction and guidance upon those 
whom it is his duty to lead. 

I think [ can see the passing of the 
old-time manager close at hand. Ina 


variety of directions evidences appear 
that the insurance world is awaking 
to the seriousness of its work and to 
the necessity for scholarship as well 


as common sense and business judg- 
ment in its affairs. I fear there is a 
disposition, however, among the older 
and more experienced field men, who 
have gained their knowledge by hard 
knocks, and, so to speak, shop work, 
to minimize the value of technical 
training and specialization. It is not 
uncommon to hear some student of 
hazards or construction or protection 
lightly spoken of as ‘‘too theoretical. 
Life is too short to refine to that ex- 
tent. What’s the use of going into all 
that? We must write the risks, any- 
way. The rate pays for all these 
defects.’’ 

It is easy to condemn as academic 
and doctrinaire any essay beyond our 
depth or which requires more than a 


casual reading for its comprehension. 


Doubtless there are investigators who 
get lost in a web of refinements and 
never reach ground solid enough to 
bear the weight of a decision. An in- 
telligent fool is the biggest fool, aftor 
all. But, for one, I take off my hat to 
the real student, whether he hails 
from the academy or the road. 

I do not recall any failures due to 
excess of knowledge—barring, of 
course, matrimonial infelicities. If a 
practical mind with a practical train- 
ing is a suitable tool, how is it injured 
by the acquisition of facts and by the 
discipline of the schools? That young 


special who told me afew years ago 
that he preferred the dry pipe sprink- 
ler system to the wet because the 
gases liberated to extinguish the fire 
did less damage to stocks than water, 
is probably better informed now and 
none the worse for his better technical 
knowledge. 

Education is dynamic. Habits of 
concentration, of accuracy and of 
reluctant and cautious generalizations 
are no mean advantages, and they are 
most often found among men of stu- 
dious lives. Fellowship with the 
world’s thinkers and practice in their 
methods of thought will never bea 
handicap in any legitimate enterprise. 
It is true, they have not been appre- 
ciated by the insurance world in the 
past. But their day is beginning to 
dawn, and the sun of the impromptu 
underwriter is burning its way slowly 
toward the western horizon, 
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SUICIDE HAZARD AND LIFE INSURANCE EXPERIENCE. 





Some Observations on Self-Destruction in General and Its Application to Life Underwriting 


in Particular—Large Insurance a Distinct Source of Moral Hazard. 





WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS AND THE CONGRESS OF ARTS AND SCIENCES BY 
JosEPH A. DE BoER, PRESIDENT OF THE NATIONAL LIFE INSURANCE COMPANY OF MONTPELIER, VERMONT 


Data relating to the risk from sui- 
cide, in its bearing upon current life 
insurance practice, is meagre, un- 
certain, inconsequential and, on the 
whole, a poor basis for reasoning upon 

he subject. The business is con- 
fronted by frequent and heavy in- 
roads upon its funds by cases of death 
which have all the marks of a pre- 
meditated and selective fraud, but 
these merely emphasize the need of a 
business judgment and of a certain 
form of work and investigation into 
the quality of specific life hazards 
which neither agency supervision, 
medical selection nor executive acu- 
men have thus far supplied. It looks, 
part of the time, as if the wish to do 
a large business or inattention to its 
details had blinded a correct judg- 
ment. 

Suicide has not had much attention, 
asa matter of fact, although the re- 
verse is claimed. Literature refers to 
it now and then and so do students of 
history, anthropology and dynamic 
sociology, butin fact, writers like Dar- 
win, Spencer, Huxley, Ward and the 
general run of human philosophers 
have only touched the subject incident- 
ally. For the use of life insurance ex- 
ecutives there does not yet appear to 
be any work which is more suggestive 
than ‘‘Stratagems and conspiracies to 
defraud life insurance companies,”’ 
published in Baltimore ten years ago, 
and that work largely cites cases 
relating to-moral hazards arising from 
criminal intent. 

Publicity given to this very dis- 
agreeable subject will itself tend to 
invite an increase of cases. Certain 


it is that cases of suicide invite and 
foster concealment but it is also prob- 
able, notwithstanding the known in- 
stances of suicide are relatively few 
and, therefore, give no basis for the 
discovery of any working rules, based 
on average, that with concealed cases 
added, the deaths from suicide would 
yet represent but a relatively very 
small proportion of death for all 
causes, when calculated to population. 

The question fixes itself just now in 
the mind because in recent times 
there huve been such heavy losses by 
life companies, due to suicide. I know 
of one office, indeed, whose last De- 
cember unpaid unadmitted claim ac- 
count was the largest in its history 
for over fifty years, and in every in- 
stance the defense was suicide within 
year one. From the standpoint of 
numbers this example is quite as in- 
teresting as those individual cases 
which for a single death have actually 
taken a million dollars at one stroke. 
It is a pretty irrational price for a 
single shot, stroke or drink. The 
amazing character of such a loss, due 
to self-inflicted death, is well con- 
strued by merely recalling that half 
a million is not a low average of 
assessed valuation for many a thrifty 
town of 2,500 population and this 
illustration at once suggests the ques- 
tion, is it equity, fair business, de- 
cent practice and intelligent work 
which will suffer the loss of a million 
on a self-destroyed life, contrary to all 
natural, moral and civil laws? 

Increased Suicide on Insured Lines. 

It is said that suicide is on the in- 

crease and that may beso. At least 





Nots.—This is the third article upon the suicide hazard published in the Journal of Insurance 
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the United States Census gives the 
rate per million as 10.3 in 1890 and as 
11.8 in 1900, and other statistics are 
not wanting to prove the rule that in- 
creased death rate from suicide follows 
in the wake of civilization. Dr. Stra- 
han has ventured to define this ten- 
dency very much in the formula of 
Physics and Chemistry by saying that 
“Suicide all the world over is in in- 
verse ratio to ignorance.”’ 

When, however, the question under- 
goes examination for its bearing on 
the life underwriting problem, it is 
very probable that all ratios, figures 
and suggestions on the subject will 
have to be materially modified. For 
nothing is more certain than that sane 
suicide calls for strong motives and, 
when such are introduced, said cause 
of death is localized and augmented, 
and, therefore, it may be accepted for 
a fact that suicide has increased much 
more rapidly among insured lives than 
in the general population. According 
to my memory, L. G. Fouse, actuary, 
has made out that case and placed the 
percentage of all insurance death 
claims due to suicide and mixed ac- 
cidents at about 4.40 percent. The 
life insurance business is therefore 
more directly interested in this ques- 
tion than the general public, except so 
far as the public is now very generally 
enrolled upon its books and done an 
injury by any individual dishonest as- 
sault upon its funds. 

Suicide must be studied from two 
sides, as risk having its origin in pure 
fraud and as risk due to an accident of 
physical or mental disease. In treat- 
ing the risk by policy or contract, and 
particularly in adjustments, it is nec- 
essary to distinguish between provable 
acts of conscious, premeditated self- 
destruction which suggests an acci- 
dent, or even, possibly, a murder, or 
the results of an insane impulse or of 
chronic melancholia. The risk as an 
amount should be especially consid- 
ered, dollars, not lives, being the 
basis of corporate results, progress 
and perpetuity. 

Law of Suicide Cases. 
If the law relating to suicide cases 








be examined, comparatively little will 
be found, although such cases have 
been often brought to bar. But, taking 
what exists, the following will briefly 
but fairly define its existing legal as- 
pects: 

If the policy contains no limitation, 
death from suicide is a risk and this 
will follow the more easily if the sui- 
cide is insane. Fraud may be plead, 
if the case is one of suicide, even 
though the policy contains no pro- 
vision, but this is almost immaterial, 
considering that all life business, with 
very trifling exception, is today being 
done under some form of a limited sui- 
cide clause. The varied phraseology, 


“‘take his own life,’’ ‘‘die by his own 
hand,’’ ‘‘commit suicide,’’ ‘‘die by 
suicide,’’ ‘‘die by his own hand and 


act,’’ ‘“‘shall commit suicide, sane or 
insane,’’ may all be said to have the 
legal construction of an intentional 
self-destruction, excluding accidents 
and including volition and an ability to 
distinguish the moral character and 
also the physical consequence of an 
act. If the words ‘‘sane or insane”’ 
are part of the agreement, the law 
admits them and the’clause then ab- 
solutely covers all intentional self- 
destruction and probably self-inflicted 
death except such cases as can be 
proved to be accidents. 

Coupled with the preceding, it must 
be remembered that suicide is a ques- 
tion of fact for a jury and that the 
jury is bound to give the benefit of 
any doubt, as shown by evidence, to 
accidental rather than to _ suicidal 
death, when the proofs admit equally 
or even partially of either finding. 
The corporation must be prepared to 
receive always in jury trials the ben- 
efits of the least margin. In suicide 
cases the defending company has the 
benefit of having the burden of proof, 
in cases of alleged insanity, upon the 
plaintiff, but the latter has the great 
advantage always of the rule that 
suicide is recognized as corroborative, 
if not final proof, of insanity and, in 
addition, always has the influence on 
sympathetic juries of the plea o 
emotional insanity. 
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The day must come when the value 
of corporations to human society will 
be recognized, when they will do their 
work with the same regard for honor 
as the finest type of individuals, and 
when their standing in the courts of 
the land will be no different. During 
1904 a case of defense to claim by 
death, as suicide within year one, was 
sustained by a majority vote of a 
Kentucky jury, the first, so far asl 
know, in the annals of American 
jurisprudence. 
Value of Statistics. 

All attempts to study the statistics 
of suicide have been unsatisfactory to 
me. They neither indicate nor teach 
much from a practical standpoint. 
Forty years ago the Encyclopedia 
Brittanica undertook to bring the sub- 
ject up to date, but its conclusions are 
neither many nor especially useful. 
Certain apparent facts of interest 
were disclosed: That suicide is great 
among soldiers, because they have both 
the temptation and the ready means. 
That, Baden, Denmark, France, Rus- 
sia and Saxony had a high rate of 
suicide, while Italy, and especially 
Ireland, for reasons quite unknown 
and in some sense unexpected, if it be 
not religious influence, exhibited a 
small one. Indeed the rate in Den- 
mark, home of Hamlet, the melancholy 
Dane, at that time was twenty times 
as great, computed on the population, 
as in Ireland. 


But these statistics are all to be ~ 


taken on suspicion because the proofs 
of suicide are inadequate and varied 
and, next, there was a great failure to 
collect the entire experience at every 
point. This fact made and now makes 
international and inter-state com- 
parisons of the statistics of suicide un- 
certain and untrustworthy. All the 
tables seem to show, however, that 
suicide is on the increase and that is 
the really important fact of which life 
insurance officials should take note. 
They ought not to let life insurance be 
a contributory cause. Inasmuch as 
the number of suicides reported is very 
insufficient, it is not possible to ac- 


count for this increase as due to race, 
climate or density of population. 

In three directions only have the 
statistics apparently admitted of cer- 
tain deductions, namely, that women 
suicide much less frequently than 
men; that the rate of self-destruction 
grows from age 10 to age 55 and then 
falls off, although most heavy from 
ages 35 to 85; and that female suicides 
occur in greatest number between 
ages 45 to 65; and, finally, that May, 
June and July were the ancient months 
favorable to suicide. Our own census 
for 1900 gives the highest death rate 
from this cause as occurring in April 
and May for cities and in May for the 
rural districts, but this, again, isa 
statement for lives and for the general 
population and not for amounts on 
insured lives, which, on account of 
the motive, entirely alters the case. 

It was also thought that, in the 
general population, the death rate 
from suicide was affected by occu- 
pation, soldiers, chemists, druggists, 
saloonists, etc. presenting the highest 
rate, either because they had the 
means at hand or because of the self- 
reflections of their work. This is 
somewhat questionable and, at least, 
not proved, as also the popular claim 
that the class least suicidal in their 
tendency are those men who work 
with their hands. The latter certainly 
are not today touching the vaults of 
the companies for a million ata stroke. 

It has also been noted that insanity 
is more prevalent in the warm months 
and that women prefer warm days for 
acts of self-destruction because their 
more frequent mode of suicide is by 
drowning, while hanging is adopted 
more often by men. In Italy, how- 
ever, men prefer the gun-shot, while 
in Russia hanging is the mode of both 
sexes, while in England women more 
often make use of poison, and it has 
been observed, further, that they do 
not discriminate easily but quite as 
often use such as inflict great pain as 
those that afford an easy death. 

Underwriting Judgment the Solution. 

All these statistical conclusions af- 
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ford very little satisfaction, because 
both meagre and illy collected, so 
that, in my opinion, it is better, for 
business purposes, to consider the sub- 
ject of suicide from an entirely differ- 
ent point of view. It cannot be re- 
solved into such a law of average as 
will admit of its mathematical treat- 
ment in practical life insurance but it 
must needs be made to conform to 
what, for want of a better term, may 
be called the underwriting judgment, 
and that judgment must be based up- 
on all known knowledge of men and 
risks in our business experience. 
Animals have been known to com- 
mit suicide but the general belief is 
that they never do so intentionally, as 
will man, and with him it is usually the 
act of aman with whom, for various 
reasons, life has become a_ burden. 
Said Ward in his work on Dynamic 
Sociology: ‘‘It would be amusing, 
were it not so melancholy, to observe 
how many unwise, absurd, suicidal 
acts reason itself leads man to per- 
form, which no other animal upon the 
globe could be induced to perform.’’ 
Suicide may be and often is intentional, 
though unwise and absurd, but it does 
not follow from this that any law 
would be wise which places the proof 
of intent, at the time of application or 
subsequently, upon the defense, as was 
the case in Missouri for many years. 
That is statutory conspiracy with 
what was often a crime and a fraud. 
Some check upon suicide has been 
exercised by the Christian religion, 
which teaches that self-destruction is 


a crime and has even supplied penal- 


ties therefor in a refusal to treat those 
who so die to the customary adminis- 
trations of the church. In old times, 
on the contrary, death was not always 
viewed as it has been since and so we 
find Cicero, after fully reviewing the 
philosophies of Greece, declaring a 
contempt for death. At the same 
time, even he did not fail to quote 
Epicharmus, the inventor of comedy, 
according to both Theocritus and 
Horace: ‘‘I would not die but yet am 


not concerned that I shall die,’’ and 





that fairly defines the average man 
and woman’s attitude toward death. 
Aristotle held suicide to be a crime 
against the state alone, but there is no 
such thing as individualizing social 
effects. The Stoics eulogized honor- 
able self-destruction but they were 
wrong. Some groups of men have 
practiced it in mass, as witness the 
Hindoo widow, the car of Juggernaut, 
the crocodiles of the Ganges and the 
Holy Pond of the Temple. These were 
fanatics. English literature supplies 
notable examples of interesting and 
heart-moving self-destruction, like 
Brutus, Palmira, Othello, Countess 
Turzky, Mortimer and the rest. 
Increased Hazard from Life Insurance. 
But all these things, old and new, 
historical, biographical, religious, liter- 
ary, statistical and philosophical, af- 
ford life insurance companies very 
little as a basis for practical work. 
There is one opinion, however, which 
I desire to quote or rather summarize 


in connection with this paper, the 
view point of Schopenhauer, the 
thinker and philosopher. He had 


pointed out that suicide was adjudged 
to be a crime only by the followers of 
the monotheistic religion but that the 
subject in that sense has no support 
from either Old or New Testament 
writers. He argued that no man has 
a better right to anything than the 
control of his own person and life, an 
idea also fostered by republics, in 
which freedom of action and speech 
and independence is the dominating 
political thought. Yet no man lives 
exclusively to himself and, by virtue 
of his contract with a wife and of re- 
sponsibility for the existence of chil- 
dren, he is certainly under the most 
profound obligation not to evade the 
duty of their care and _ support. 
Danger from suicide exists in the fact 
that life insurance supplies asubstitute 
for himself. Now it is true that some 
credence has been given to the doctrine 
that self ownership carries with it 
control of self and, therefore, it has 
come to pass that we severely condemn 
and punish murder while condoning 
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and excusing suicide. In this practice 
itself proof of suicide is made difficult. 
About one hundred and five years 
ago, Hume, in at posthumous essay, 
gave the world a view on suicide con- 
trary to the teachings of religion and 
to the existing laws of some states to- 
day, which have a punishment for 
failure. 

But, after all, the philosopher (and 
here I refer to Schopenhauer) has but 
little to say on the subject. Suicide 
is opposed by the will to live, but, on 
the whole, it will be found, said he, 
‘that, as soon as the terrors of life 
counterbalance the terrors of death, 
man makes an end of his life.’’ That is 
a sufficient starting point for the life 
underwriter’sdiscussion of thesubject. 

For the United States, at least, we 
may eliminate suicide due to disease 
of the body, to insanity, to any fallacy 
in religious belief, or due to that oc- 
casionally assigned cause which leads 
a man to suicide ina stupid search 
for the truth of immortality, only to 
discover, if indeed he does discover it, 
that he has destroyed ‘‘the conscious- 
ness which should receive theanswer.”’ 
Where good faith and truth character- 
ize these cases, they may be fairly re- 
garded as falling within accepted risk, 
like any other assault on vitality or 
life, but, to evade all criminal intent 
and fairly bring the risk within the 
law of average experience, it is good 
practice to use a time limitation in the 
policy. The cases which life compa- 
nies must reach are either those who 
intend and plan fraud or those who 
use life insurance as an increase of 
their temptation to die by self-de- 
struction, to lighten their personal 
burden, and to make the terrors of 
death less to them than the terrors of 
living. 

Insurance certainly affords such 
men the chance to do for their busi- 
ness debts and their family responsi- 
bilities by acts of self-destruction 
what they could not do in any other 
way. Statistics are too meagre to 


point to a rule but sufficient to point 
amoral and adorn a tale. 


The prob- 


lem is involved in general life under- 
writing conditions and presents a 
question different from that of’ ex- 
perienced observers in the past be- 
cause the past did not afford the special 
and liberal insuring opportunities of 
present days. Life insurance now 
stands for risk on lives and its spread 
of service is so comprehensive that it 
does not follow any longer that life 
companies may not wisely, in good 
morals, with benefit to the state and 
with safety and equity to their mem- 
bership, assume the risk from suicide 
under reasonable conditions. 
Evolution of the Insurance Policy. 

When we question the practice, we 
are confronted by the so-called suicide 
clause. Perhaps the following fairly 
states the logical evolution of the 
modern policy. The growth of big 
reserves and large surplus suggested 
control by the contributor. The use 
of notes, not paid by lapsing members, 
started non-forfeiture. The use of 
these induced cash values and these 
naturally were soon converted into 
loan values. To make control of re- 
serves possible without an actual sur- 
render of the insurance, the loan was 
introduced. To secure a loan, indis- 
putability was introduced, that being 
essential to a true collateral availabil- 
ity. In short, insurance always tends 
to work back to the people and there- 
fore inherently tends to develop prin- 
ciples of control and indisputability in 
order to make the insurance itself safe 
for the service of the individual. 

Probably two other things influence 
the practice of indisputability, com- 
petition for large issues and the diffi- 
culty and expense of defending claims 
by suicide, such claims, in some in- 
stances, having the support and benefit 
of statutes which placed upon the de- 
fendant practically impossible burdens 
of proof. The fault mainly lies just 
now in the amount of such claims and 
not in the number, although it must 
be conceded that life insurance has un- 
questionably increased temptation and 
also the rate. 

An examination of the contracts sold 
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by forty-three different companies dis- 
closes the practice of today: One has 
no restriction as to suicide; one does 
not admit suicide as a risk; in two in- 
stances suicide is not mentioned, thus 
leaving the chance to plead fraud; 
while nineteen companies have one- 
year suicide clause, eighteen a two- 
year clause, and two a three-year 
clause. Bya time limit is meant that 
suicide occurring after its expiry will 
not be construed as invalidating the 
insurance. And it is to be noted, also, 
that of these forty-three companies, 
eighteen agree to restore either the 
premium or the reserve in case of sui- 
cide within the period prescribed. 
This virtually establishes the his- 
toric fact that, after sixty years of 
business experience, the life companies 
of the United States, whose growth, 
progress, size and utility have never 
been exceeded in the history of any 
people, have with practical unanimity 
applied a limited clause to risks from 
suicide and have accepted the risk as 
a normal cause of death, so to speak, 
after the expiry of said period. The 
limitation is thought to discount in- 
tent and fraud and the acceptance of 
the risk thereafter is believed to be a 
rational and a normal procedure. 
The Abnormal Suicide Risk. 
That would, in my opinion, be the 
, case as regards suicide cases involving 
accidents or insanity but it does not 
take care of deliberate, conscious, wil- 
ful self-murder by a man who has 
much or little insurance and who is 
stimulated to the act by the knowl- 
edge that his death will give his family 
or his creditors a large sum of money 
out of the coffers of life insurance. It 
is reasonable to insure against all 
forms of death due to such purely 
natural causes as are related to normal 
mortality, but to insure indisputably 
the conscious and sane suicide is to 
introduce into risk a hazard which the 
laws of life and death do not recognize 
but which is included in the term of 
*‘moral hazard.”’ 
It is generally well known that 
moral hazards change their nature 


and are often introduced after a risk 
has been assumed and that cumula- 
tions of large insurance may especially 
tend to this result. It is this fact 
which makes the limited suicide clause 
a species of present danger to the com- 
panies, which fact, however, grows 
out of the unilateral character of all 
life insurance contracts and even more 
strongly induces adverse self-selection, 
under the special options of extension 
and conversion which all policies sub- 
stantially contain at the present time. 
While I recognize this, if yet seems to 
me both difficult and undesirable to 
reverse the actual progress made by 
companies in supplying guaranteed 
protection, indisputable policies, in- 
surance collateral and fixed mortuary 
benefits. For this reason, I am in- 
clined to regard these limited suicide 
clauses as all right and fair for the 
average policy and the average service 
to be rendered, but certain wholly 
reasonable conditions, applicable to 
their use, suggest themselves by a 
thorough consideration of all under- 
writing conditions and experience: 

(1) To discount intent at the inception of in- 
surance, it is proper to use a suicide clause, 
voiding the policy if the insured dies by self-de- 
struction, sane or insane. 

(2) Such a clause in point of time should be 
the same as the period of non-forfeiture and in- 
disputability, which should all be made to con- 
form. 

(3) After a proper time, two or three years, 
which in the interest of persistency new business 
should admit, non-forfeiture, collateral availa- 
bility and indisputability should all be irrevo- 
cably guaranteed, with one exception. 

(4) That exception should be that death by 
suicide, occurring after the limitation period, 
except from accidental causes or from chronic 
impulsive insanity, shall be subject to the de- 
fense of fraud and, on proof that the act was so- 
conceived and carried out voluntarily and in the 
consciousness of the result, the insurance shall 
be void. 

(5) That in all cases where suicide voids the 
policy the company shall pay over the legal re- 
serve or unearned premium, upon the principle 
that it shall neither benefit nor suffer by such 
acts. 

The preceding amounts to the sug- 
gestion that the practice as to suicide 
clause be unified by making the time 
coterminus with non-forfeiture, by re- 
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turning the reserve in case of annul- 
ment, and by reserving to the com- 
pany, after the second or third year, 
the right to a defense on the grounds 
of fraud or crime. This will be a more 
rational practice, will better conserve 
public policy, and will withdraw no 
soliciting argument whatever but will 
strengthen all. 
Fraud Should Not Prevail. 

It would seem axiomatic that open, 
palpable, extraordinary and criminal 
fraud should under all policies of life 
insurance void the insurance and pub- 
lic statutes should so declare. We 
may accept the risk from disease and 
insanity and even from the wit which 
suppresses and conceals the facts of 
personal and family history. Against 
that we have the offset of medical and 
business selection and of commercial 
inspection, for what it is worth, but 
against the wit of him who both knows 
and conceals, who both builds and 
dares, and who will play with death 
with the same calm and immoral in- 
difference with which he played the 
life part of simulation, pretence and 
speculation, there is no defense except 
the declaration of non-insurance on a 
proof of the fact. 

Always will well-managed life com- 
panies dispose of all claims on their 
merit and the practice today is much 
rather to err on the side of liberal ad- 
justments than the reverse. It is not 
true, but false, if anyone should say 
that the best companies will discount 
or question claims except for excellent 
reasons, and never then, without first 
feeling well assured of the merit, 
justice and equity of their grounds. 
But the institution must practice these 
virtues as well as preach them and 
cannot hope to satisfy most men for- 
ever that itis a good thing for them to 
bestow benefits and blessings upon 
deliberate fraud or upon a voluntary 
and conscious crime. 

Separate the Large Lines. 

This whole subject takes on an im- 
portant aspect at once when great 
sums of life insurance attach to sui- 
cidal death. Yet this is only one fea- 





ture of the problem. The maximum 
limit of every company is very much 
in excess of their average policy 
amount or the amount on lives, and 


this begets the questions whether such 
big lives supply an average of them- 
selves and whether the large limit 
policies, apart from average, do not 
supply an extra degree of risk. Such 
lives invite special investigation, not 
merely, by any means, because of the 
suicide hazard, but, also, because they 
stand subject to all the causes of sud- 
den and early death in the category 
of claims and also often involve other 
imporlant and disturbing factors in 
life underwriting practice. 

To me it has always seemed, and it 
does so now, that life insurance is not 
inherently designed and cannot fairly 
be made by forced and abnormal prac- 
tice to grant unusual and extraordi- 
nary lines of insurance to individuals, 
as, of couse, all men will admit that 
such lines should never be allowed to 
verge on speculation or temptation. 
All classes should supply their own 
average, if the insurance service is to 
be legitimate, mutual and direct. 

Thus a rich man, or a heavy money 
maker, may have an outgo on account 
of his home establishment of $50,000 a 
year. At 5 per cent. it would require 
$1,000,000 to produce thatsum. He 
is able to insure his life today for that 
amount, if not in one company, 
through a combination of companies. 
This seems to me bad practice because 
it extends the limits of the average 
service which life insurance should 
render to individuals, who are more 
to be considered i1 the conduct of the 
business than great fortunes and heavy 
creditors, if both are way outside and 
beyond the average of public ex- 
perience. Its great function is to keep 
from want the man, his wife or his 
children, but its function is not to be- 
stow extraordinary and unusual 
wealth. It is not a fortune maker or 
a breeder of great profits but a quasi- 
public means by which indemnity can 
be had, a reasonable competency se- 
cured and a lawful aid supplied when 
the loss falls. It belongs to the people 
and should be kept within the average 
of their capacity to contribute to it 
and share in its results. In it the con- 
tributions of a tnousand men should 
not be offset by the insurance of one. 
Dollars cannot be equitably equated 
against men in this formula and in the 
experience of life insurance. 

Joseph A. De Boer. 
Montpelier, Vt., Sept. 14, 1904. 
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STOCK CONTROL AND NATIONAL LIFE INSURANCE SUPERVISION. 


WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS BY SAMUEL DaAvIs. 


It is evident that new issues are 
shortly to be raised in consequence of 
the Prudential controversy with the 
insurance departments of Wisconsin 
and Massachusetts. There are indica- 
tions that important and novel depart- 
ures from well-known methods are 
ahead of us. 

The actual cause of the dispute is 
the alleged control of the Prudential 
by the Fidelity Trust. It is altogether 
likely that before a permanent settle- 
ment is made, the larger questions 
of national supervision and stock vs. 
mutual plans of life insurance will 
arise and be passed upon. 

This and other instances of intimate 
connection with trust companies go to 
show that the rampant commercial 
spirit of the day is determined to ex- 
tend its rule into the domain of insur- 
ance. Economic changes have come 
swiftly in the last two decades. Pres- 
ent business methods differ radically 
from those in vogue a generation ago. 
It has long been a matter for wonder 
that the great accumulations of trust 
funds held by the life companies have 
escaped the attention of the ‘‘captains 
of industry,’’ who have so completely 
transformed production and distribu- 
tion in the principal necessities of life. 

It is certain that the conditions gov- 
erning the economic life of today were 
not in the smallest degree foreseen by 
the makers of our Federal constitution 
or those who framed the laws of the 
states. The varied applications of 
electricity in mechanics, the telegraph 
and telephone, and the development 


of railoads, have brought about the 


most intense concentration in business 
enterprises. With no adequate body 
of laws to regulate and control them, 
the railroads and producing corpora- 
tions are today more powerful than 
the state itself. The enormous in- 
fluence wielded by these great com- 
binations of capital and the lack of 
competent restraint by the laws of the 





nation have enticed those in control 
to be a law unto themselves. They 
seek by every possible means to evade 
and prevent any regulation or ques- 
tion of their transactions. 

With this by way of preface the 
point is reached which it is sought to 
emphasize, namely, that insurance 
corporations are the only business or- 
ganizations of great magnitude over 
which the state has complete con- 
trol. Recent happenings in the insur- 
ance world lead one to believe that 
company managers, viewing the free- 
dom from restraint enjoyed by cor- 
porations, of which the Standard Oil 
is an example, are becoming restive 
under the limitations imposed by state 
supervision. They are looking fora 
way of escape. 

What will happen? Will the Na- 
tional government extend over the 
trusts a system of supervision and 
regulation patterned upon that gover- 
ning insurance companies, or will the 
latter obtain the liberty now enjoyed 
by their neighbors? 

The Prudential’s contest with the 
state departments will give fresh im- 
petus to the agitation for national su- 
pervision. This would have certain 
advantages to the companies compared 
with the present way; they would be 
saved much trouble and expense and 
be relieved of considerable injustice 
and many annoyances. But the effec- 
tiveness of national supervision to se- 
cure the results now achieved by the 
best state departments is open ‘to 
serious question. Nominal regulation 
or control would be of no use what- 
ever. 

To be of value, supervision must be 
complete, comprehensive and vital. 
These requirements cannot be fulfilled 
except by an authority which is 
clothed with sufficient power to inflict 
appropriate penalties for infractions 
of the law. Under national supervision 
a state could not exclude a foreign 
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corporation from its borders, no mat- 
ter how repugnant its operations were 
to the citizens of that state. No regu- 
lations could be prescribed by the 
state except over the companies hold- 
ing charters from it. In the case of 
Massachusetts, out of $90,388,422 life 
insurance written on its citizens dur- 
ing the year 1903, only $16,048,493, or 
about 17 per cent.,was placed in home 
companies. Nationalsupervision would 
render this commonwealth powerless 
to make regulations for 83 per cent. of 
its insuring citizens. 

The courts have decided in cases 
governed by the inter-state commerce 
law: 

A state cannot impose limitations upon 
foreign corporations making contracts for carry- 
ing on commerce between the states. 


A state cannot exclude a foreign corporation 
engaged in inter-state commerce. 


President Fouse in his recent paper 
on this subject said: 

State regulation would with the exception of 
the powers and authority delegated by national 
supervision, be limited to the regulation within 
its own borders of the corporations to which 
the state gives existence. 

After giving due weight to all the 
disadvantages of state supervision, it 
must be seen that it does supervise, 
effectively, successfully. It should not 
be forgotten that a considerable por- 
tion of the glory attached to the great 
development of life insurance is due 
to the shaping and pruning, repressing 
and encouraging administered to the 
companies in their early days by the 
best state departments. Whether na- 
tional supervision could do as well is 
doubtful, especially if we compare the 
supervision of national banks from 
Washington with that exercised by 
the states over savings banks. Recent 
decisions by the United States su- 
preme court and by the lower courts 
have strengthened and sustained pres- 
ent methods. The outcome of the 
Wisconsin cases will have a bearing 
full of interest. 

The Prudential controversy has 
brought into prominence the oppos- 
ing claims of stock and mutual plans 
of control, and promises a clear and 





tetween the two. 


well defined issue 
As life insurance is essentially a co- 
operative affair, the mutual plan seems 


the natural and right one. If stock 
companies should restrict their plans 
to non-participating policies only, they 
would be sharply differentiated from 
the mutuals by the initial difference 
in premiums which of itself would te 
sufficient to warn the insurer of the 
difference between the schemes. The 
mutuals should be forbidden to issue 
stock policies. 

As the business is now conducted, 
stock companies write annual, de- 
ferred and guaranteed dividends, while 
a sprinkling of mutuals add to the 
confusion by issuing non-participating 
policies. [t is said that if mutual com- 
panies may be compared to savings 
banks so may the stock companies 
find a counterpart in the national 
banks of the country. But the latter 
anulogy fails because while both class- 
es of life companies and savings banks 
operate under state charters, the na- 


tional banks are created by the Federal 
government. In the case of the banks, 
the dissimilarity between Federal and 
state supervision is quite apparent. 

The facility with which the con- 
trolling interest in a stock company 
can be changed is a weighty objection 
to the plan. No matter how much 
their interest may require it, the pol- 
icyholders who constitue the company 
can have no possible voice in its man- 
agement. To which immediate reply 
is made that neither can they act in 
many mutuals, in which the adminis- 
trative officers perpetuate their con- 
trol by manipulation of proxies. This 
is true, but it is usurpation. Tho 
usurper may he deposed, the legal 
stockholder can never be. 

As a closing suggestion on the whole 
matter, the following experiment is 
proposed: Let the stock companies 
obtain new charters from Congress. 
Have them supei'vised by the Federal 
government and independent of state 
control. Restrict the insurance to 
non-participating plans only. Con- 
tinue state supervision, as it is at pres- 
ent, over the mutuals, except to for- 
bid the issuance of stock rate policies. 

If this could be done, a few years’ 
experience should show clearly which 
are the true principles of control and 
supervision. 
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SAVING IN MORTALITY A FACTOR IN UNDERWRITING GAIN. 


CONTRIBUTED TO THE JOURNAL OF INSURANCE ECONOMICS, 


Every one understands that the prin- 
cipal sources of surplus in life insur- 
ance are saving in mortality, interest 
earned in excess of the reserve, and 
saving in loading. 

To illustrate the manner in which 
the saving in mortality is ascertained, 
let us assume that we have a class of 
100,000 persons, all of the age of 35 
years and each insured for $1,000, Or- 
dinary Life, American Experience 
Table and 3% per cent. interest. As- 
suming for illustration that the busi- 
ness may be conducted without ex- 
pense, we shall have to deal with net 
premiums only, ignoring the matter 
of loading. 

The requisite net premium for such 
a policy is $19.91. That is, if each of 
the 100,000 persons insured will pay in- 
to the insurance fund the sum of $19.- 
91 at the beginning of every policy 
year so long as_he shall live, then, 
provided the fund is invested so as to 
earn 3% per cent. interest, and pro- 
vided the mortality rate is according 
to the American Experience Table, the 
fund will exactly suffice to pay the 
sum of $1,000 to each policyholder at 
death, until the last man dies at the 
attained age of 96 years. 

The sufficiency of the net premium 
for the purpose stated may be readily 
verified. To simplify the problem it 
is assumed in this as in other life in- 
surance computations, that all premi- 
ums are payable at the beginning, and 
all death-claims at the end of the pol- 
icy year. In practice death-claims are 
usually paid as they accrue, the inter- 
est thus lost by paying before the end 
of the year being more than offset by 
surplus interest earned in excess of 
the assumed rate of 3'4 per cent. 

The process of verification, then, 
will be to collect at the beginning of 
each year from each member living, 
the net premium; add to the total thus 
received the balance of the insurance 
fund, if any, remaining over from the 





preceding year; add to the sum of 
these two amounts 3% per cent. inter- 
est for the year, and from the total 
deduct the death claims as indicated 
by the table. 

In practice, the net premium actu- 
ally collected is $19.91 as stated, but 
the exact mathematical premium to 
five decimal places, is $19.90726. In 
the process of verification it is as- 
sumed that the exact net premium is 
collected in each instance, and that 
amount being shown to be sufficient, 
it will follow that the slightly larger 
premium of $19.91 must be so. To 
illustrate the process, the business of 
the first year may be tabulated as fol- 
lows: 

Net premiums ($19.90726 on 100,- 

000 policies) ..0 .cccoeccccccccce 
Add 34 per cent. interest, one year 


$1,990,726.00 
69,675.41 





$2,060,401.41 
895,000.00 


$1,165,401.41 

The above balance must be reserved 
for payment of future claims and is 
therefore called the reserve. Of the 
original 100,000 policies, 895 according 
to the table have been terminated by 
death, so that there remains in ex- 
istence at the end of the year, 99,105. 
Dividing the total reserve ($1,165,- 
401.41) by this number, we get $11.76 
as the average reserve pertaining to 
each policy at the end of the first 
year. 

The essential principle to be re- 
membered now is, that if from each 
of the remaining 99,105 policyholders 
we collect the net premium of $19.- 
90726 at the beginning of each year 
during life, the fund thus produced, 
plus the reserve on hand, plus 3'%4 per 
cent. interest, will just suffice for the 
payment of each policy as it matures 
by the death of the member, until the 
last man dies at the attained age of 96. 
That principle applies to every subse- 
quent stage. That is to say, the net 
future premiums remaining to be col- 





Total income first year..... 
Deduct death claims (895 deaths). 


Balance end of year (reserve).... 
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lected plus the accumulated reserve, 
will at every stage be just sufficient, 
with interest at the assumed rate and 
the tabular mortality, for the payment 
of all remaining policies as they ma- 
ture. 

This may be verified by repeating 
the foregoing process for each year 
until the last policy of the 100,000 be- 
comes a claim according to the table; 
but it is not necessary to continue the 
operation further at this time, inas- 
much as the principles already es- 
tablished are sufficient for the purpose 
of illustrating the subject we have in 
hand. 

If in the foregoing example we had 
taken 50,000 policies instead of 100,- 
000, it is obvious that the reserve on 
hand at the end of the first year would 
have been just the half of $1,165,401.- 
41; but as the number of policies still 
in existence would likewise have been 
just the half of 99,105, it follows that 
the average reserve pertaining to each 
policy would still have been just $11.- 
76. In other words, the pro rata re- 
serve of an ordinary life policy issued 
at age 35 (American Experience Table 
and 3'% per cent. interest) will always 
be $11.76 at the end of the first 
year, no matter how many poli- 
cies of the kind there may be in the 
class. 

It is therefore clear that, no matter 
how many policies there may be re- 
maining in force at the beginning of 
the second year—no matter how many 
members may have died or how many 
may have withdrawn, if the company 
has on hand a reserve of $11.76 for 
each policy entering upon the second 
year, it follows as before, that the 
aggregate of these reserves, plus the 
net premiums remaining to be col- 
lected, will be just sufficient, with 34% 
per cent. interest, to pay existing pol- 
icies as they mature. 

In the foregoing example we assume 
that the mortality will be as indicated 
by the table—that is, the ‘“‘tabular 
mortality.’’ In practice,. however, 
every well managed company will 
have a mortality less than the tabular. 





In the example the net premium in- 
come of the first year was sufficient to 
provide for the tabular mortality (895 
deaths) and the requisite reserve for 
each remaining policy ($11.76.) 

Suppose, now, that instead of the 
expected number of deaths, 895, we 
have had only 894, or one less than 
expected. We shall then have paid out 
in deaths claims $1,000 less than pro- 
vided for, and our balance on hand, or 
total reserve, will be $1,166,401.41, or 
$1,000 more than in the example. The 
question is, how much has been saved 
in this instance? 

We have paid out $1,000 less than 
we had provided for, and have $1,000 
more on hand than we expected to 
have, but the saving in mortality is 
not $1,000. The one man who did not 
die, is still a member of the company. 
He will die at some time in the future, 
and his policy will yet have to be paid. 
The payment of this claim has only 
been deferred, but neither does it fol- 
low that we have saved only the in- 
terest thereon. 

We have paid out $1,000 less than 
we expected to pay, but we have also 
one more member to take care of than 
we expected to have. We have now 
living 99,106 members instead of 99,- 
105; but it matters not whether we 
have 99,105, or 99,106, or 100,000, or 
50,000; if we hold for each of these the 
necessary reserve of $11.76, and col- 
lect from each during the remaining 
years of his life the net annual premi- 
um of $19.91, we shall be able to ful- 
fill all our contracts as they mature 
according to their terms. 

In this case, then, for the one mem- 
ber who did not die, we must put up 
the additional reserve of $11.76. De- 
ducting this amount from the $1,000 
not paid out, we have a balance of 
$988.24, which is our saving in mor- 
tality. We have now 99,106 members 
for each of whom we hold the neces- 
sary reserve of $11.76, or a total of 
$1,165,413.17. Deducting this reserve 
from the total amount on hand, $1,- 
166,401.41, leaves a balance of $988.24, 
as before. This balance constitutes 
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surplus, and was derived from saving 
in mortality. 

The difference between the face of 
the policy and the reserve at the end 
of the year (Terminal Reserve) is 
called the amount at risk. Suppose 
that in the example our deaths had 
been 795, instead of 895 as expected; 
in other words, that we had had an 
actual mortality of $795,000, instead of 
the expected mortality of $895,000. 
The saving in mortality would not 
have been $100,000, but $98,824, or the 
amount at risk on the 100 policies 
which did not mature as expected. We 
should have pad out $100,000 less than 
in the example, so that our total fund 
would amount to $1,265,401.41, instead 
of $1,165,401.41. We should also have 
99,205 policies in force instead of 99,- 
105, and our reserve would have to be 
increased by $11.76 for each of the 100 
additional lives (a total increase of 
$1,176) making our total reserve in 
that case $1,166,577.41, instead of $1,- 
165,401.41. Deducting the requisite 
total reserve ($1,166,577.41) from the 
total funds on hand ($1,265,401.41) 
leaves a balance of $98,824 as before, 
which constitues surplus, derived from 
saving in mortality. 

Suplus in life insurance is not a 
special fund designedly created, but is 
merely the incidental result of regular 
operations. It is not ascertained by 
adding together the various sources of 
gain and deducting losses, but can be 
determined only by deducting known 
liabilities from total funds. To illus- 
trate from the example last given: it 
was ascertained at the end of the first 
year that the total funds on hand 
amounted to $1,265,401.41, while the 
99,205 policies in force called for a to- 
tal reserve of only $1,166,577.41. 
There being in this case no other lia- 
bilities, the difference between the to- 
tal funds and the required reserve, 
amounting to $98,824, constituted the 
surplus. 

The saving in mortality varies with 
the age of the policy. In the foregoing 
example the terminal reserve at the end 
of the eighth year would be $105.27, 












and hence the amount at risk, $894.73. 
In case of one death less than expected, 
therefore, the saving in mortality in 
the eighth year would be $894.73 as 
against $988.24 in the first year. In 
the thirtieth year the terminal re- 
serve would be $504.71 and the saving 
in mortality accordingly $495.29. 
Again, in the forty-fifth year, with a 
reserve of $761.64, the saving in mor- 
tality would be only $238.36, while in 
the sixtieth year it would be but $53.- 
72. 

The saving in mortality is likewise 
greater in the earlier years, for the 
reason that in a large number of lives 
fresh from the medical examiner’s 
hands, the actual number of deaths 
will be a much smaller percentage of 
the tabular number than in later 
years. 

As the reserve on a limited payment 
policy is at all stages larger than on 
an ordinary life, the amount at risk 
will be less and the saving in mortality 
smaller accordingly. For the same 
reason, the saving in mortality will 
always be less in the case of an en- 
dowment than in the case of a limited 
payment or ordinary life policy. The 
effect of all this is, to some extent, 
offset by the circumstance that the 
mortality rate is always higher on or- 
dinary life than on limited payment 
policies, and higher again on the latter 
than on endowment contracts. The 
death rate is likewise higher in the 
same company, and the saving in 
mortality correspondingly less on an- 
nual dividend than on deferred divi- 
dend policies, and higher on non-par- 
ticipating contracts than on either of 
the other classes. 

This has been the experience of all 
companies for many years. The man 
who anticipates an early death, who 
is perhaps afflicted with some physical 
weakness which he is able to conceal, 
will take the lowest priced policy he 
is able to obtain. The man who does 
not expect to live twenty years to re- 
ceive a deferred dividend, will take 
an annual dividend or, preferably, a 
non-participating policy. The man 
who selects a twenty year endowment 
is in conscious robust health, and ex- 
pects to live to the end of the endow- 
ment period to enjoy the proceeds of 
his policy himself. 














Journal of Insurance Economics. 








197 








The institution of life insurance 
which in general terms has done so 
much for humanity is not a modern 
invention, although its greatest de- 
velopment has been reached in our 
day and generation. Let us first see 
what has been done in the way of life 
assurance in Great Britain, where the 
subject has heen for a century or more 
so thoroughly canvassed from its in- 
ception to its present conditon. There 
remains but little new to give you, 
except to say that the present develop- 
ment has called into action the minds 
of many of the greatest mathemati- 
cians of the age, who have raised the 
science—for it is a science—to what 
it now is, and who have established 
principles, differing in kind to be sure, 
but important in the practical consid- 
eration of so beneficent and philan- 
thropica great financial undertaking, 
so world wide in its extent, so safe in 
its grand results, and, we trust and 
believe, so safe and secure under pro- 
tection of sound laws, that its future 
will be as its past has been, a most 
successful investment for the needy 
of every grade who pay their premi- 
ums for the protection of their fami- 
lies. 

The first associations of which we 
have any account for mutual protec- 
tion in the annals of Great Britain 
were undoubtedly in old Saxon times 
by what was known as the Saxon 
guilds and it is more than probable ac- 
cording to the best authority upon the 
subject that good King Alfred, amongst 
the many wise laws and institutions he 
originated for the welfare of his sub- 
jects, laid down the first principles of 
mutual association and combination 
for good purposes. 

The original purely mutual assur- 
ance proposed by this great king was 
to bind the Saxon freemen together in 
bands of fourteen or more, each mem- 


SOME NOTES ON INSURANCE HISTORY AND MODERN PRACTICE. 


By BENJAMIN F. STEVENS, PRESIDENT NEW ENGLAND MUTUAL LIFE.* 


ber to pay into a general fund by 
equal mutual payments what we call 
today premiums which they placed in 
one common stock, and as we see 
them in the guilds in England to this 
day. There is not a trade or profes- 
sion today in Great Britain that has 
not its members enrolled in an associa- 
tion for mutual protection, and these 
early guilds are the foundation of 
mutual protection as it is known and 
practiced in modern times under the 
name of mutual insurance. 

All sorts of schemes were brought 
to light in Great Britain including 
legitimate marine and fire insurance, 
and the insurance of almust every- 
thing that can be named, such as mar- 


*riage, death, the sexes of children to 


be born, and gambling at times be- 
came almost a national evil in the 
eighteenth century, but they had their 
course, and only the best remained, 
viz: marine and fire insurance and life 
companies. The first two named are 
thought to have been of more ancient 
origin than life insurance, although it 
is well known that the Romans had 
tables made for the computation of 
certain life contingencies such as life 
interests in estates, but they had de- 
veloped nothing that seemed to bear 
directly upon the payment of premi- 
ums in associations for mutual pro- 
tection, as did the Saxon guilds. 

The oldest account of the mathema- 
tical value of human life is that of 
Ulpianus—a Roman judge in the time 
of the Emperor Alexander Severus— 
extending from two hundred and 
twenty-two to two hundred and thirty- 
five years after the Christian era. For 
the purpose of determining the value 
of life estates, reversions, etc., he 
made inquiry as extensively as he 
could, and enlisted others to aid him 
as far as possible, and from their ob- 
servations and researches into the 


* Read at a meeting and dinner of members of the Home Office Agency in Boston, Oct. 7, given by 


Manager Charles H. Flood. 
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personal history of many who had 
passed away, he calculated the average 
number of years that they had lived 
from birth, from their twentieth, 
twenty-fifth, thirtieth years, and 
other quinquennial epochs, and came 
to the reasonable conclusion that 
others, then and thereafter living, 
would enjoy, on an average, the same 
longevity, from birth and from the 
several other periods of life. 

These calculations of Ulpianus as 
to the value of life at birth and at the 
several after ages, were adopted by 
the Roman courts as their rule in de- 
termining the worth of life rights, re- 
versions, etc. They seem to have been 
held in undisputed authority for the 
guidance of the judicial tribunals in 
these matters, and in the year 533, 
three hundred years after Ulpianus 
had made them, they were incorpor- 
ated into and made a part of the Pan- 
dects of Justinian, by the learned 
commission which the emperor had 
appointed to revise and codify the 
Roman law. During this period, and 
afterward while the Empire continued, 
these principles continued to be re- 
ceived by the courts and people as the 
true representation of the longevity 
of the richer, more cultivated, and 
favored classes among whom the orig- 
inal observations were made. 

It is the intention of the life insur- 
ance companies to receive so much in 
annual premiums, during the life of 
the insured, as will, with interest, 
amount to the sum which they agree 
to pay at death to the heirs. It is 
therefore necessary that the calculated 
life, during which they are to receive 
annual premiums, shall not exceed 
the actual average of life from the age 
insured; otherwise they will receive 
payments insufficient to cover the 
amount to be paid to the heirs. 

If the person insured lives longer 
than the calculated average, he pays 
so many more premiums, and the com- 
pany makes it so much more profitable. 
If, on the contrary, he dies earlier, 
the company receives fewer premiums, 
and loses. 





As the life tables are intended to 
represent the actual average value 
of life at the time they are used for 
insurance or for selling annuities, it 
is needful that observations of the 
bills of mortality should be made 
anew, from time to time, to adapt 
them to the actual experience of life 
and death. They may be therefore 
taken as evidence of the longevity of 
the people at the time they are used. 

Taking, then, these life tables, in 
their respective countries and at their 
respective times of observation, as 
the representatives of the value of 
human life, or of the average number 
of years enjoyed by the people from 
birth or from any specified age, they 
become valuable and available means 
of comparing the longevity of differ- 
ent periods of the world, and of differ- 
ent nations, with each other, whether 
contemporary or otherwise. 

According to the tables of Ulpianus 
and the faith and practice of the Ro- 
man courts from the third to the sixth 
century, the average length of life 
granted to, and enjoyed by all persons 
under twenty years of age, was thirty 
years; that is, a thousand, taken as 
they are usually found, of all ages un- 
der twenty—infants, children and 
youth—if observed until the last one 
died were ascertained to have lived a 
total sum of thirty thousand years, or 
an average for each one of thirty years 
after the time of the observation. 

The Roman tables were calculated 
from observation of the more favored 
classes, the rich, the cultivated; but 
the great mass of the people, me- 
chanics, workman, the slaves and the 
poor, who have a shorter life were not 
included. 

But let us not bother our brains as 
to the antiquity of the theory of life 
insurance. There has been much 
written on the subject. Buffon, Pas- 
cal, De Wit, De Morgan among other 
great scientific writers have written 
upon the subject, but as this is not an 
essay, let us come down to the year 
1762, or thereabout, when the Equit- 
able Society for the insurance of lives 
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was founded; at that time the per- 
centages paid as premiums were huge 
beyond our present belief. Then 
mathematicians began to look into the 
question of equitable rates and the 
science was gradually eliminated of 
its dangerous features and as more 
modern ways prevailed the science of 
legitimate life insurance became better 
and better understood and was put on 
a firmer basis, until it has grown to 
be one of the greatest financial, bene- 
ficent and philanthropic institutions 
of which the world can boast. Its im- 
mensity is almost beyond belief. 

The improvements in human life 
have made varied progress in the suc- 
cessive ages of the world. Sometimes 
they have been rapid, sometimes slow, 
and sometimes the work has gone 
backward; nor have they kept equal 
pace in all nations. They have been 
made in quick succession in some, and 
at the same time they have been sta- 
tionary or were lost in others. 

But the general progress has been 
onward and upward in all civilized 
nations; for it has gone on side by side 
with civilization—a companion to it 
and a part of it. Whatever has been 
done for this has been done for human 
life. The elements of civilization are 
among the causes of health and longev- 
ity. 

‘*Civilization, in increasing the com- 
forts of life, has increased its length.”’ 
The growth of wealth, the improve- 
ments in agriculture, the advance in 
the mechanic arts, the increase of 
comforts, the amelioration of per- 
sonal, domestic and social habits, the 
general culture, the diffusion of edu- 
cation, the elevation of morals, the 
refinement of manners—all the amel- 
iorations of personal and social life 
have their due influence on the de- 
velopment of vital power, on the 
maintenance of life, and the pro- 
longation of man’s days on earth. 

Most, if not nearly all of the im- 
provements in the means and facilities 
of business, labor, and the arts, or in 
domestic and social life in their sev- 
eral ways and degrees, have presently 
or remotely this effect of increasing 
the vital power of man. 

Few, very few, of the improvements 
that belong to the civilized state are 
without their good effect, present or 
remote, direct or indirect, on human 
health. Small, infinitesimally small, 
and in many cases unperceived, may 
be the good that some produce; yet it 
is not an assumption without warrant 
to say that whenever and wherever 
the means of sustenance and of gen- 


erating vital force, or the means of 
protection against the elements or 
against any deteriorating or destruc- 
tive influences, or the conveniences 
and comforts of life are increased, or 
whenever by lessening the cost of pro- 
duction, or by facilitating communica- 
tion and transportation, these con- 
veniences and comforts are placed 
within the reach of any persons or 
classes that could not obtuin them, or 
made freely accessible to any who 
would otherwise use them but spar- 
ingly—these improvements, of what- 
ever variety and character, have their 
due influence in increasing the power 
and longevity of mankind. 

Life has ever been and is lowest in 
the cities where people are gathered 
in dense masses. The cause of sick- 
ness and the dangers of death are 
more abundant and effective there 
than in the open country. These 
causes and dangers are partly due to 
the fact of close aggregation of the 
people and to that extent are unavoid- 
able; and in part to ignorance, selfish- 
ness and neglect, and to that extent 
they may be removed. In the first 
few years after the founding of our 
own company, there was an additional 
charge added to the rate of premium 
for residence in a city of more than 
twenty-five thousand people, it being 
thought that the aggregation of popu- 
lation wasa source of undue mortality, 
but the rate was finally withdrawn. 


| THE IDEAL AGENCY. 


CHARLES W. SCOVEL AT INDIANAPOLIS, 


The ideal agency has for its heart and soul the 
ideal general agent. The ideal general agent is 
made such by the vital force and uplift of the 
ideals which he himseif cherishes and strives to 
realize. It is the man of ideals who does the 
things worth doing. 

Our ideal general agent should first of all 
hitch bis wagon tothe pole star of character. 
He must strive to make his own personality 
ideal. Such a personality should be striven for 
by every man in the world; itis most of all 
necessary for the insurance man. The ‘ pros- 
pect ” is ever coy. It is instinctive for him to 
seem to resist and put us off,even when he 
knows in his heart that he is going to surrender 
atthe end. To gain a favorable hearing of our 
proposal, nothing counts so much as an attrac- 
tive personality, call it magnetism, hypnotism, 
or whatever you please. And we never can get 
favorable action on our proposal until we have 
first got our man to place confidence in us per- 
sonally and in our representations. 

What is true of the impression made on the 
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prospect in occasional interviews, is vastly em- 
phasized in the more intimate, continuous rela- 
tions that the general agent bears to the solicit- 
ing agents on one side and the home office on 
the other. Without the loyalty of his own 
force, and the confidence of the officers behind 
him, he cannot really succeed. These he can- 
not possibly get and retain, unless he rings true 
whenever and wherever you strike him. 

So much for the purely personal side, the man 
as such. In his capacity of general agent he 
must have also the ideals peculiarly belonging to 
his chosen calling. Here we come to what I 
verily believe to be, among the many high ideals 
in our calling, the one great, original, mother- 
ideal of them all, namely: To get a clear, full 
comprehension of the absolute unity of interest 
among all the parties, both insuring and insured. 
The solicitor best serves his own interest by 
advising what is really best for the policyholder. 
The general agent makes his own success only 
by making his soliciting agents really successful 
and prosperous. The company lives by its 
agents and lives for its policyholders ; it can have 
no real, permanent interest adverse to either. 
And each company, in thus working out the best 
interests of all concerned in it, is sure to help, 
and not to hinder, the best interests of every 
like company and its following. 

Evidently this comprehensive ideal is in 
essence the same as the great Golden Rule, laid 
down once for all mankind. But it is the 


Golden Rule ina special, multiplex, interlooking, 


modern application. It is possible to work by 
the Golden Rule in all the normal relations of 
our business, to an extent impossible in other 
business, because of the fundamental fact that 
life insurance is essentially a plan of co-opera- 
tion, rounded out by profit-sharing. 

That is what makes the interests of company 
and policyholder identical — identical in sober, 
hardcash reality, not in some fanciful and figu- 
rative sense. With that relation between the 
parties at each end, it is easy to see how the in- 
termediary agents come within the same unity 
of interest. 

If all the companies, agents and policyholders 
were perfect — if there were no defects or short- 
comings in any of them —all would plainly see 
that the welfare of each was the interest of all. 
The only reason why all do not see this now, is 
that at so many points faulty human nature 
mars the perfect working. But the system is 
calculated to care for all these distinct and 
diverse (but never adverse) interests, and to 
keep them in perfect balance. 

In all other business the rule of bargain and 
sale prevails, and the real interest of each party 
is to get a little the better of the bargain for 
himself. And this will always be true until the 
business world can successfully put in practice 
the principles of co-operation and _ profit-shar- 
ing, in which life insurance is already a whole 
generation ahead of the rest. 

This broad ideal of the essential inity of inter- 
est among all the parties underlies, binds te- 


gether and promotes all the other ideals that go 
to make up the ideal general agent and the ideal 
agency. When he fully realizes that his own 
best interests require him equally to guard the 
interests of policyholder, agent, home office and 
competitor,—when he fully realizes that the 
best way to build for bimself is to build also 
for them, then he has discovered the best test to 
show up all sorts of false methods and abuses. 
Then he has received strongest incentives to 
correct the false, and to seek and perfect the 
true. 

In this broad ideal lies the basis of a complete 
code of ethics for our profession. Indeed the 
main claim of life insurance to be classed as a 
profession is by right of that same unity of 
interest —the very point which has always 
characterized the relation between lawyer and 
client, doctor and patient, pastor and flock; as 
distinguished from the conflicting interests, the 
fight for existence and survival of the fittest, 
through which other human relations, social, 
economical and political, have struggled up the 
ladder of evolution. 

The general agent who fully realizes that his 
every act in building his ideal agency directly 
benefits not only himself, but also the policy- 
holder, the solicitor, the company and the whole 
cause of life. insurance (which is the cause of 
mankind) has doubled, nay, he has multiplied 
many fold his motives for doing that act. He 
has not only hitched his wagon to a star, as his 
distant goal, but he has equipped it with high- 
speed motors for both axles, getting power from 
both duty and pleasure, both self-interest and 
altruism, both the material and the ideal. In a 
word, he has got his whole nature—body, mind, 
heart and soul—urging him on. 

Exactly this kind of personal force is the pe- 
culiar need of our special line of work. We are 
not carried along by any daily routine of duties; 


our clients do not come to us; we have to be 
taking the initiative ourselves every hour of the 
day. Wholly lacking the stimuli from without, 
by which most workers are kept going, we im- 
peratively need the strongest possible stimuli 
from within, to keep ourseives everlasting at it. 
And we particularly need to have our higher 
nature fully engaged in our work, because of 
its demand for unfailing courage, cheer and 
philosophy to carry us over its peculiar ob- 
stacles, set-backs and disappointments. 

For us, above all men, the golden ideal be- 
comes active power, the most practical kind of 
help to write business or build up an agency. 
For self-interest alone is not really a great force. 
It is spasmodic, bent on the nearest object, 
rarely far-sighted, commonly satisfied to attain 
the comforts of mere physical existence. Self- 
interest alone never spurs a man to do bis very 
best. He is happy in his work, whois doing 
his very best, because all the motor centers of 
his own nature, higher as well as lower, are 
urging him forward in that work. 

Thus he always feels the inner impulse to do 
things, and to dothem right. Heis full to the 
brim of push, energy and enthusiasm, and he 
inspires others with like zeal; but at the same 
time he keeps calculating how to get the utmost 
efficiency out of these forces in himself and 
those around him. He has plan, method, sys- 
tem, in everything; since he is not building for 
today only, but for the long future as well. 








